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DEPARTMENT OF THE ARMY ER 37-1-30

U.S. Army Corps of Engineers Change 4
CERM-F Washington, DC 20314-1000
Regulation
No. 37-1-30 28 February 2007

Financial Administration
ACCOUNTING AND REPORTING

1. This revision to ER 37-1-30, 30 September 2002, changes table of contents page 20-I and
adds chapter 20, Revolving Fund Accounting For Departmental Overhead.

2. Substitute the pages as shown below:

Chapter Remove Insert
20 20-1 20-1i
20-1 to 20-8

3. This change superseded ER 37-2-10, chapter 22, Revolving Fund Accounting for

Departmental Overhead.
;Jé%ﬁ% ANBECK

olonel Corps of Engineers
Chief of Staff

FOR THE COMMANDER:



DEPARTMENT OF THE ARMY ER 37-1-30

U.S. Army Corps of Engineers Change 3
CERM-F Washington, DC 20314-1000
Regulation
No. 37-1-30 26 June 2006

Financial Administration
ACCOUNTING AND REPORTING

1. This revision to ER 37-1-30, 30 September 2002, changes table of contents page 4-I and adds
chapter 4, Accounts Payable.

2. Substitute the pages as shown below:

Chapter Remove Insert
4 4-1 4-i
4-1to4-8

3. This change superseded ER 37-2-10, chapter 3, Accounts Payable Procedures.

% _

-BECK

FOR THE COMMANDER:

Colonel, Corps of Engineers
Chief of Staff



DEPARTMENT OF THE ARMY ER 37-1-30

U.S. Army Corps of Engineers Change 2
CERM-F Washington, DC 20314-1000
Regulation
No. 37-1-30 31 December 2003

Financial Administration
ACCOUNTING AND REPORTING

1. This Change 2 to ER 37-1-30, 30 September 2002, changes table of contents pages13-
i and 14-i, and adds chapter 13, Accounting for Civil Works Cost Shared Projects and
chapter 14, Accounting Treatment for Multiple-Purpose Projects.

2. Substitute the pages as shown below:

Chapter Remove Insert
13 13-i 13-1
13-1to 13-10
13-A-1, 13-B-1, 13-B-2
14 14-i 14-i
14-1to 14-5

14-A-1 to 14-A-21
14-B-1 to 14-B-5

3. This change supersedes ER 37-2-10, chapter 30, Accounting for Cost Shared Projects,
chapter 31, Accounting Treatment for Multiple Purpose Projects and chapter 32,
Financial Reporting for Multiple Purpose Projects including Power.

FOR THE COMMANDER:

MICHAKL 1 A18H
Colonel Corps of Engineers

Chief §f Staff




DEPARTMENT OF THE ARMY ER 37-1-30

U.S. Army Corps of Engineers Change 1
CERM-F Washington, DC 20314-1000
Regulation
No. 37-1-30 28 November 2003

Financial Administration
ACCOUNTING AND REPORTING

1. This Change 1 to ER 37-1-30, 30 September 2002, adds table of contents pages and
chapter 16, Revolving Fund Asset Accounting.

2. The changed information is annotated as follows:

Pages Paragraphs

Table of Contents i-it
Chapter

11 11-i

12 12-1

13 13-1

14 14-i

15 15-i

16 16-i, 16-1 to16-7 1-2

17 17-1

18 18-i

19 19-1

20 20-1

21 21-1

22 22-1

23 23-1



3. This change supersedes ER 37-2-10, chapter 15, Revolving Fund Asset Accounting.

FOR THE COMMANDER:

MICHAEL ¥} WALSH
Colonel, C#rps of Engineers
Chief of Jaff
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Department of the Army
U.S. Army Corps of Engineers ER 37-1-30
CERM-~F Washington, DC 20314-1000

Regulation
No. 37-1-30 : 30 September 2002
FINANCIAL ADMINISTRATION

Accounting and Reporting

Major Subordinate Commands are hereby granted the
necessary authority to supplement this regulation
with further detailed policy that adds additional
control measures.

1. Purpose. This regulation establishes the framework for
financial management within the Corps of Engineers. It combines
all Civil Works, Military and Revolving Fund policies.

2. Applicability. This regulation is applicable to all
Divisions, District Offices, Laboratories and USACE Centers
engaged in Civil Works, Military and Revolving Fund activities.

3. Distribution. Approved for public release, distribution is
unlimited.
4. References. References are provided in each chapter and

those references are specific to each chapter.

5. Policy. This regulation sets forth the principles, policies
and procedures to comply with standards issued by the Federal
Accounting Standards Advisory Board (FASAB), Generally Accepted
Accounting Principles (GAAP), Department of Defense Financial
Management Regulation (DODFMR), the Defense Finance and
Accounting Regulation (DFAS-IN 37-1), the Chief Financial
Officers Act of 1990, and Title 18, Conservation of Power and
Water Resources.

6. Background.

a. This regulation has been organized such that the numbered
sections of each chapter begin with a general and a policy
statement of USACE policy. Subsequent to the policy statement,
clarifying language and appropriate examples supplement the
policy to provide further guidance and enhance understanding.

This regulation supersedes ER 37-2-10, chapters 1,2,7,10,11 and
12



b. All finance and accounting policies, whether issued on a
formal or informal basis, are null, void and superseded by the
policies prescribed within this regulation unless re-issued in
writing by CERM-F on a date subsequent to the effective date of
this regulation.

FOR THE COMMANDER:

SEPH SCHROEDEL
lonel, Corps of Engineers
Chief of Staff
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CHAPTER 1
ACCOUNTI NG PRI NCI PLES
1-1. CGener al .

a. Purpose. This chapter sets forth the principles and
st andards governing the design and operation of the
financial /cost accounting and reporting systens for U S. Arny
Corps of Engineers (USACE). It is applicable to all Corps of
Engi neer offices engaged in Gvil Wrks, Revolving Fund and/ or
MIlitary funded activities. The statenents of policy, principles
and standards include the objectives and characteristics of the
systemthat are essential to effective financial nanagenent;
outline the functions of the various phases of the accounting and
reporting processes to neet those requirenents; and furnish
gui delines for the perfornmance of those functions. The
princi pl es and standards provide a basis for interpretation and
devel opnent of the financial accounting systemas required. The
accounting systemconplies with the Budget and Accounting
Procedures Act of 1950, as anended (31 USC 3511), the Accounting
Principles and Standards for Federal Agencies prescribed by the
Federal Accounting Standards Advi sory Board, and where
appl i cabl e, the Uniform System of Accounts prescribed by the
Federal Energy Regul atory Conm ssion (FERC) pursuant to the
provi sions of the Federal Power Act (16 USC 825b).

b. Requirenents of the Accounting System The Corps of
Engi neers Civil, Revolving Fund and Mlitary activities financial
managemnment accounting system has been designed to neet both
statutory and internal nmanagenent requirenments. The Budget and
Accounting Procedures Act of 1950 requires the mai ntenance of an
i ntegrated accounting systemthat neets the requirenents of
Congress, the General Accounting Ofice, the U S. Treasury
Departnment, the O fice of Managenent and Budget (OVB), and
Ofice, Secretary of Defense (OSD). Also, since the Corps is a
producer of electric power, it is required to record financi al
data in a manner that neets the needs of the Federal Energy
Regul at ory Conmi ssion so far as may be practicable, in accordance
with applicable statutes. This system has al so been designed to
facilitate the Corps nanagerial accounting function. Moreover,
t he DOD Fi nanci al Managenent Regul ation, Volune 1, chapter 3 also
addresses the requirenents of an adequate accounting system

c. Project Delivery Team Concept. Once a project is
aut hori zed for USACE, a Project Delivery Teamw || be forned
consi sting of enployees fromtechnical elenents as well as
support elenments. As key nenbers of the Project Delivery Team
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manageri al accountants, budget anal ysts, program anal ysts, and

ot her resource managenent personnel wll provide financial

advi ce/ opi nions concerning interpretation of financial
informati on and the function of the Corps’ financial managenent
system Specific duties include ensure the integrity of data in
the official accounting system the analysis and verification of
comm tnents, obligations, expense incone and custoner order data;
research and reconciliation of data between general |edgers,
subsi di ary | edgers and accounting reports; and reviews and

val idations of financial information/data required by |aw
HQUSACE CERM F i s responsi ble for providing manageri al accounti ng
training to Divisions, Districts, Centers and Laboratory
account ant s.

d. Accounting Periods. The accounting period for recording
actual accounting transactions and accruals is the cal endar
nonth. The fiscal year cycle for reporting purposes is from
1 Cctober through 30 Septenber as established by | aw.

1-2. Background. The organization, objectives, and functions of
t he Corps of Engineers are contained in the follow ng
publ i cati ons:

a. ER 10-1-1, Organization and Functions - M ssion and
Command Organi zation of the Chief of Engineers.

b. ER 10-1-2, Oganization and Functions — Division and
District offices.

1-3. The Accounting Organi zati on and Functi ons.

a. Policy.

(1) Al officers and civilians of the Corps who order
services or materials, or who supervise operations will ensure
that the United States receives value commensurate with anounts
expended.

(2) Oversight of the Corps accounting systemis the
responsi bility of the USACE Fi nance and Accounting O ficer.
Maj or Subordi nate Commands and Di strict Finance and Accounti ng
O ficers are responsible for finance and accounting at their
| evel .

(3) Al financial transactions involving Corps
funds will be recorded in the Corps financial managenent system

(4) USACE financial information is owned by HQUSACE and t he
Director, Resource Managenent, is the proponent.

1-2
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b. Director of Resource Managenent. USACE s Director of
Resour ce Managenent and Fi nance and Accounting O ficer are
responsi bl e for managi ng the total internal accounting function
of the Corps of Engineers. These responsibilities include the
awar eness of statutory requirenents (para 1-4); the requirenents
of other higher authorities; and liaison and coordination with
Ceneral Accounting Ofice (GAO, OWVB, Treasury Departnent, and
the Ofice, Secretary of Defense (QOSD)

c. Finance and Accounting Policy Division. The Corps of
Engi neers’ Finance and Accounting O ficer directs and coordi nates
the finance and accounting activities conducted w thin USACE and
serves as chief of the Finance and Accounting Policy Division.
As such this position:

(1) Exercises staff supervision over the financial and cost
accounting functions and upward reporting, and hol ds deci si on-
maki ng aut hority for key/significant F&A i ssues. Upward reports
will flowthrough CERMF prior to rel ease outside of the Corps of
Engi neers.

(2) Reconmends the establishnent of finance and accounting
policies by the Director of Resource Managenent or the Chief of
Engi neers.

(3) Mnitors and provides staff supervision over finance,
cost and budgetary accounting and upward reporting in the Corps.
Oversees conpil ation of consolidated Corps financial statenents
and reports reflecting the status of finance and budgetary
accounts. Approves final reports and financial statenments prior
to rel ease outside the Corps.

(4) Monitors property acquisition and di sposal functions.

(5) Processes general clains requiring adjudication which
i nvol ve fiscal records or procedures.

(6) Overseeing career program devel opnent for Corps
accountants and accounting technicians, to include proponency
for: (a) Corps Accountant Career Cuide; (b) Advanced Manageri al
Accounting Synposium for managerial accountants; and (c) “Nuts
and Bolts” of Accounting seni nars.

(7) Responsible for the oversight of future Corps financi al
systen(s). This responsibility also includes conceptua
devel opnent of business intelligence solutions for decision
support.

1-3



ER 37-1-30
30 Sep 02

d. Director, USACE Finance Center. The Director of the
Fi nance Center serves as the head of the USACE Fi nance Center
(UFC), a field operating activity of the USACE under the staff
direction of the Director of Resource Managenent. As Director of
the UFC, |eads, directs, supervises, and nanages the execution of
t he operational finance and accounti ng day-to-day support for
USACE. Devel ops and nmaintains capability to nobilize F&A support
services in response to national security and donestic
energencies, and to support other Federal initiatives as
requi red. As Chief operational Finance and Accounting Program
Manager, incunbent is responsible for analyzing, reconciling,
recording and reporting the details of the USACE mlitary, civil
and revolving fund activities; continuing review, analysis,
devel opnent, nai ntenance and depl oynent of cost effective
accounting processes and systens wthin the USACE.

e. Director, Resource Managenent, Major Subordi nate
Commands (MsSC). The Director, Resource Management, MSC, is the
primary advisor to the Division Commander and MSC operating
officials on all financial and resource issues. The Director
wor king with and t hrough the MSC Fi nance and Accounting O ficer
is responsible for overseeing all financial nanagenent and
manageri al accounting activities of the division. The MSC
Di rector of Resource Managenent and Fi nance and Accounti ng
O ficer also provide staff guidance and assi stance to USACE
Districts on finance and accounting matters.

f. Resource Managenent O ficer (RMO), District Ofice.
The District RMOis the primary financial advisor for the
District Conmmander and Staff. Wrking with and through the
District Finance and Accounting Oficer, the RMdirects and
coordi nates all nanagerial accounting functions within the
District.

g. Finance and Accounting O ficer/Staff Accountant (MSC).
The Division Finance and Accounting Oficer/Staff Accountant is
the principal staff assistant to the Director of Resource
Managenent on all finance and accounting records. Thi s
i ndi vidual is the senior accountant for the division and is
responsi ble for the interpretation and di ssen nati on of
accounting policies, procedures and regul ations for the division
of fice and subordinate districts. The Division F&AQ St af f
Accountant is al so responsible for maintaining the official
accounting records and reports for the division headquarters,
provi di ng the MSC Conmander wi th anal ysis and advi ce regardi ng
financial reports, and oversees the nmanagerial accounting
functions of the Division. The Division F&A Oficer is also the
princi pal staff assistant on accounting natters to the Regi ona
Busi ness Center. In addition, the D vision F&AO i s responsi bl e
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for the fornulation, interpretation and di ssem nati on of
accounting policies for the division office, subordinate
districts, and the Regi onal Business Center.

h. Finance and Accounting O ficer, D strict.
The District Finance and Accounting O ficer is the senior
accountant for the district and is responsi ble for maintaining,
reconciling, analyzing and interpreting the official finance and
accounting records for the district and oversees the manageri al
accounting functions. As such, the F&AO is responsi ble for
reviewi ng and anal yzi ng accounts, account bal ances, trends and
conditions to provide the District Conmander and operating
officials wiwth accurate and tinely financial information. The
F&AO al so interprets accounting regul ati ons and gi ves fi nanci al
advi ce and recommendati ons based on | aw, regul ations, and
pr of essi onal knowl edge of generally accepted accounting
practices.

i. Managerial Accountant. USACE nanageri al accounting
functions are assigned to the Divisions, Districts, Centers,
Field OQperating Activities and Laboratories. Field |evel
manageri al accountant's primary functions are to perform anal ysis
and validation of commtments, obligations and expenditures
(cost) of all types of funds. Additionally, they actively
participate in supporting the Project Delivery Teamefforts.

This involves the review and anal ysis of budgetary rates,
operating budget and execution, program nmanagemnment, sol vency of

t he Revol ving Fund, internal controls, cost of doing business and
reconciliation and interpretation of |ocal/upward financi al
statenents as required by the Chief Financial Oficers Act and
amendnent s.

1-4. Statutory Requirenments and Hi gher Authorities. Corps
activities wll conmply with all appropriate |egislative and
statutory requirements. This paragraph provides references to
the principal statutes that have an inpact on the Corps
accounting and reporting system Synopses are included for sone
of those statutes.

a. Policy.

(1) Establishnent and Mai ntenance of Accounting System and
Fi nanci al Reporting. The Budget and Accounting Procedures Act of
1950, as amended (31 USC 3511), provides the Congressional policy
on the purpose and need for adequate accounting systens and
financial reporting in the Federal departnents and agencies. This
Act places the responsibility upon the head of each executive
agency to establish and mai ntain adequate systens of accounting
and rmutual control in conformance with principles, standards, and
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related requirenents prescribed by the Federal Accounting
St andar ds Advi sory Board (FASAB).

(2) Ceneral mlitary accounting policy and procedures are
provided in the Departnent of Defense Financial Managenent
Regul ati on (DODFMR) and DFAS-IN Regul ation 37-1, chapters 1, 2,
and 6. This chapter is not intended to replace or duplicate the
policy contained in DODFMR or DFAS-IN 37-1, rather, it provides
addi tional suppl enental guidance which is unique to the Corps
busi ness practices and not found in either of the DO Arny
regul ations.

(3) The standards on accrual accounting contained in GAO
Title Il are prescribed by 31 U S.C 3512(e) and all ow obligation
accounting where required for budgetary purposes. That |aw
states that the head of each executive agency shall cause the
accounts of that agency to be maintai ned on an accrual accounting
basis. Thus, the accrual basis is the prescribed basis of
accounting to be used by federal agencies. Accrual accounting is
al so the preferred nmethod of accounting of the American Institute
of Certified Public Accountants, the Securities and Exchange
Conmi ssion, the Internal Revenue Service, and the Federa
Accounting Standards Advi sory Board. The US Arny Corps of
Engi neers (USACE) has adopted this nethod as the basis for
accounting for all appropriations (GCvil Wrks, Mlitary, and
Revol vi ng Fund) .

(4) Cost-based Budgets. Section 216 of the Budget and
Accounting Act of 1921, as anended (31 USC 1108) was further
anmended by PL 84-863, to require devel opnent and use of
cost - based budgets. The term cost-based budgets is interpreted
to mean a budget based upon functions, activities, and projects
adequately supported by informati on on program costs and
acconpl i shnment, and by a review of performance by organi zati ona
units where these do not coincide with performance budget
classifications. The statute requires that "(a) The requests of
t he Departnents and establishments for appropriations shall, in
such manner and at such times as nmay be determ ned by the
Presi dent, be devel oped from cost-based budgets, and (b) for the
pur poses of adm nistration and operations, such cost-based
budgets shall be used by all Departnents and establishments and
t heir subordinate units. Adm ni strative subdi vi si ons of
appropriations or funds shall be made on the basis of such
cost - based budgets.”

(5) Anti-Deficiency Act - Title 31, United States Code,
sections 1341 and 1517 provide that obligations shall not exceed
anounts appropriated or apportioned, or anmounts allotted for
adm ni strative control. Public Law 84-863 anended the
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Anti-Deficiency Act by adding the following: "In order to have a
sinplified systemfor the subdivision of appropriations of funds,
each agency shall work toward the objective of financing each
operating unit, at the highest practical |level, fromnot nore
than one adm ni strative subdivision for each appropriation or
fund affecting such unit.”

(6) Docunentary Evidence of (bligations. Section 1311,
Suppl enent al Appropriation Act of 1955 (31 USC 1501) sets forth
the criteria that govern the reporting of financial transactions
as obligations.

(7) CObjects for which Appropriations Made - Section 3678,
Revi sed Statutes (31 USC 1301). This section states that except
as otherw se provided by |aw, suns appropriated shall be applied
solely to the objects for which they are respectively made. The
objective of this statute is to assure that the agencies carry
out the prograns in accordance with the purposes and intent of
t he Congress.

(8) Liquidation of Obligated Bal ances of Expired
Appropriations. Public Law 84-798, as anended (31 USC 1551-1557);
provi des for the system of paynment of obligated bal ances of
expi red appropriations, and for the withdrawal and restriction of
unobl i gat ed bal ances.

(9) Inventory Controls. The Federal Property and
Adm ni strative Services Act of 1949 (40 USC 483) requires
agencies to maintain adequate inventory controls and
accountability systens for property under their control.

(10) Federal dains Collection Act of 1966. This Act,
PL 89-508 (31 USC 3701-3711) authorizes an agency to settle
clainms for anobunts owed to the Government by reason of the
activities of such agency.

(11) Enploynment and Travel Expenses of Consultants and
Experts. The Admi nistrative Expenses Act of 1946, as anended,
i ncl udes provisions relating to the enpl oynent of consultants and
experts, and to the paynent of the travel expenses (5 USC 3109).

(12) Revolving Fund. The G vil Functions Appropriation Act
of 1954, PL 83-153, 1st Session, approved 27 July 1953,
established the Cvil Wrks Revolving Fund. The fund is
avai l abl e without fiscal year limtation, for expenses necessary
for the maintenance and operation of the plant and equi pnent of
t he Corps of Engineers used in civil works functions. The fund
shal |l be credited with reinbursements or advances for the cost of
equi pnent, facilities, and services furnished, at rates which
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shall include charges for overhead and rel ated expenses,
depreci ation of plant and equi pnent, and accrued | eave (See
Chapter 19).

(13) Advance Paynents.

(a) 31 USC 3324 provides that no advance of public noney
w Il be nade except as provided by | aw.

(b) Advance paynents are authorized for
- Tuition (10 USC 2396).

- Aut horized subscriptions to newspapers, nagazi nes, or
ot her publications.

- Flood control work, paynents to cooperating public
agencies for services (33 USC 701b-2). However, guidance in
connection with current Treasury Departnment requirenents should
be requested from HQUSACE, CERM F, Washi ngton, DC 20314, prior to
maki ng such advances.

- Post office Box rental is authorized on an annual basis
(25 Conmp Gen 834 (1946)).

- Menbership in professional societies or associations
acquired in the nanme of the DoD conponent nmay be paid in advance.
The purpose of the nenbership nust be to acquire services for
t hat component, not an individual.

(14) Receipt Disbursenent, and Application of Funds.

(a) Authority of the Conptroller CGeneral. The Budget and
Accounting Act, 1921 (42 Stat. 20; 31 USC ss 711-720) vested in
the Conptroller General of the United States the authority to
deci de any questions involving a paynent to be nade by any agency
and to investigate all matters relating to the receipt,

di sbursenent, and application of public funds, and to nake
regul ar and special reports. It also made final and concl usive
on the Executive Branch the decision of the Conptroller Cenera
and the bal ances certified by GAOin the settlenent of public
accounts. A disallowance by GAO may be only renoved by the
Conptrol | er General

(b) Requests for Decision and Review by the Conptroller
CGeneral . Section 8 of the Act of 31 July 1894 (Stat 208;
31 USC 3529; and M. 1949, Section 1653) provides that disbursing
of ficers or the head of any executive departnment nmay apply for
and the Conptroller General will render his decision upon any
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guestion involving a paynent to be nmade by them or under them

whi ch deci sion, when rendered will govern GAO i n passing upon the
account containing said disbursenent. Also, Section 8 of the Act
of 31 July 1894 (28 Stat 207; 31 USC 3526; M. 1949, Section
1656); and Section 304 of the Act of 10 June 1921 (42 Stat 24;

31 USC 3526; M. 1949, Section 1646) provide that any person whose
accounts may have been settled by GAO, or the head of the
departnent, may request a review of the said account by the
Comptrol | er General, whose decision upon such review wi ||l be
final and concl usi ve upon the Executive Branch of the Governnent.

(c) Indebtedness. The Departnent shall collect
i ndebt edness due the United States pronptly in accordance with
the Debt Collection Inprovenent Act of 1966, section 31001 of
P.L. 104-134, the Debt Collection Act of 1982, P.L. 365, as
anmended, the Federal C ains Collection Standards, 4 C.F. R Parts
101-105, 5 CF. R Parts 179 and 550 (Subpart K) and Departnent of
Def ense Fi nanci al Managenent Regul ation, Volunme 8, Chapter 8.

(d) Final Judgnment Recovered Against the United States. The
Acts of 3 March 1875 and 3 March 1933 (31 USC 3728) provide that
when any final judgnent recovered against the United States duly
al l oned by | egal authority shall be presented to the Conptroller
General for paynment, and the plaintiff therein shall be indebted
to the United States in any manner, whether as principal or
surety, paynment will be w thheld of an anobunt of such judgnent or
claimequal to the debt thus due to the United States. |If the
plaintiff denies his indebtedness to the United States, or
refuses to consent to the set-off, paynent will be w thheld of
such further anount of such judgnent, as will be sufficient to
cover all legal charges and costs in prosecuting the debt of the
United States to final judgnment. |If such debt is not already in
suit, legal proceedings will be imediately commenced to enforce
the sanme, and will be prosecuted to final judgnment. |If in such
action judgnment is rendered against the United States, or the
amount recovered for debt and costs is |ess than the amount so
wi t hhel d, as before provided, the balance will then be paid over
to such plaintiff with interest thereon for the tinme it had been
wi thheld fromthe plaintiff.

(15) Adjustnment or Reinbursenent between Appropriations.
Public Law 89-473 (31 USC 1534) authorizes the chargi ng of any
appropriation available to an agency for the benefit of any other
appropriation of the sane agency for the procurenent of materials
and services, for which funds are available in both
appropriations, with the provision that appropriate adjustnent or
rei mbursenent be nmade between the financing and benefiting
appropriations during or as of the close of each fiscal year.
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(16) Disposition of Receipts - General Authorities.

(a) The Act of 9 July 1918 provides that all nobneys arising
fromdisposition of material supplied to the Arny by the Corps of
Engi neers will remain available for the purpose of the
appropriation fromwhich such materials were authorized to be
supplied at the tinme of the disposition.

(b) Sales of AOd Material, Condemmed Stores, etc.
40 USC 485a provides that fromthe proceeds of sales of old
materi al, condemmed stores, supplies or other public property of
any kind, before being deposited into the Treasury, either as
general fund receipts or to the credit of the appropriations to
whi ch such proceeds are by | aw authorized to be made, there may
be paid the expenses of such sales, so as to require only the net
proceeds of such sales to be deposited into the Treasury, either
as General Fund receipts or to the credit of such appropriations,
as the case may be. (Wiere proceeds are for deposit to the
credit of an appropriation available for paynent of the expenses
of the sale, there is no advantage or benefit to be derived by
payi ng the expenses fromthe proceeds and depositing the net
anount. In such cases, the gross anmount of the sale should be
deposited and the expenses paid in the usual nanner.)

(17) Authority to Disburse. The Chief of Engineers is
charged with the disbursenent of funds appropriated for Civil
Wrks and Mlitary funds by a recurrent appropriation act
provi sion, which, for the fiscal year concerned, constitutes a
congressional directive to that end.

(18) Deputy Disbursing Oficer. The Act of 31 July 1953
(67 Stat 296; 10 USC 2773) provides that in the event of the
deat h, incapacity, or separation fromoffice of a disbursing
of ficer, the accounts of such disbursing officer nay be continued
and paynents made in his nane by his deputy disbursing officer
for a period of tinme not to extend beyond the |ast day of the
second nonth followi ng the nonth in which such death, incapacity

or separation shall occur. The deputy will be legally Iiable and
responsi ble for all paynents and official acts during such period
until a new disbursing officer is appointed. |If there is nore

t han one deputy, the Director, USACE Fi nance Center wl |
designate a deputy to disburse as principal in the nane of the

di sbursing officer. Such accounts and paynents shall be all owed,
audited and settled in the nmanner prescribed by |law, and the
checks signed in the nane of the forner disbursing officer shal
be honored by the Treasurer of the United States, in the sane
manner as if the fornmer disbursing officer had continued in

of fice.
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(19) Paynents in Excess of Appropriations Prohibited. The
Act of 30 June 1906 (31 USC 1301) provides that no Act of
Congress will be construed to nmake appropriations fromthe
Treasury of the United States or to authorize the paynent of
nmoney in excess of appropriations made by | aw, unless such Act
does in specific terns so declare.

(20) Sale or O her Disposition of Funds. 31 USC 3341
provi des that “A disbursing official of the United States
Governnent may sell a Governnent warrant, check, draft, or
obligation not the property of the official at a premum or
di spose of the proceeds of the warrant, check, draft, or
obligation, only if the official deposits the prem um and the
proceeds in the Treasury or with a depositary for the credit of
the Governnent.” A disbursing official violating this shall be
di sm ssed i nmedi atel y.

(21) Responsibility for Rendering Money Accounts. The Act
of 25 June 1948 (62 Stat 683; 18 USC 643) as anmended 11 Cctober
1966, P.L. 104-294 provides that “Woever being an officer,
enpl oyee or agent of the United States or of any department or
agency thereof, having received public noney which he is not
authorized to retain a s salary, pay, or enmolunment, fails to
render his accounts for the same as provided by lawis guilty of
enbezzl ement, and shall be fined under this title or in a sum
equal to the anobunt of the noney enbezzl ed, whichever is greater,
or inprisoned not nore than ten years, or both; but if the anount
enbezzl ed does not exceed $1, 000, he shall be fined under this
title or inprisoned not nore than one year, or both.”

(22) Chief Financial Oficers Act of 1990, P.L. 101-576.
This act was intended to bring nore effective general and
fi nanci al managenent practices to the Federal CGovernnent. It
provi des for inprovenent, in each agency of the Federa
Government, of systens of accounting, financial managenent, and
internal controls to assure the issuance of reliable financial
information and to deter fraud, waste, and abuse of governnent
resources. The act also provides for the production of conplete,
reliable, tinmely, and consistent financial information for use by
t he executive branch of the Governnent and the Congress in the
fi nanci ng, managenent, and eval uati on of Federal prograns.

(23) CGovernnment Performance and Results Act of 1993 (GPRA)
GPRA was intended to inprove the confidence of the Anerican
people in the capability of the Federal Governnent by
systematically hol ding Federal agenci es accountable for achieving
programresults. The act initiated program performance reform
with a series of pilot projects in setting program goals,
measuri ng program perfornmance agai nst those goals, and reporting
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publicly on their progress. The act also i nproved Federa
program ef fecti veness and public accountability by pronoting a
new focus on results, service quality, and custoner satisfaction.
It hel ped Federal nanagers inprove service delivery, by requiring
that they plan for neeting program objectives and by providing
themw th informati on about programresults and service quality.
This Act was intended to inprove internal managenent of the
Federal Governnent.

(24) CGovernnent Managenent Reform Act of 1994, P.L. 103-356.
Title 1V, Financial Mnagenent. The act was designed to inprove
the efficiency of Executive Branch performance in inplenenting
statutory requirenents for financial nanagenent reporting to the
Congress and its conmttees.

(25) Federal Financial Managenent | nprovenent Act, FFM A of
1996, P.L. 104-208. The purpose of this act is to provide for
consi stency of accounting by an agency fromone fiscal year to
t he next and uni form accounting standards throughout the Federa
Government. It requires Federal financial managenent systens to
support full disclosure of Federal financial data, including the
full costs of Federal prograns and activities, to the citizens,

t he Congress, the President, and agency managenent. The act was
intended to increase the accountability and credibility of
federal financial managenent; inprove performance, productivity
and efficiency of Federal Governnent financial nanagenent;
establish financial managenment systens to support controlling the
costs of the Federal Governnent; and increase the capability of
agencies to nonitor execution of the budget by nore readily
permtting reports that conpare spending of resources to results
of activities. The Corps of Engineers shall inplenment and

mai ntai n financi al managenent systens that conply substantially
wi th Federal financial nmanagement systens requirenents,
appl i cabl e Federal accounting standards, and the United States
Government Standard General Ledger at the transaction |evel.

(26) Related Statutes. Following is a |list of other
statutes bearing on the Corps of Engi neers accounting systemfor
whi ch synopses are not i ncl uded:

(a) 10 U.S.C 3036(d), The Chief’s Economy Act.

(b) 31 U S.C 6505, Intergovernnmental Cooperation Act.

(c) PL 88-767; 74 Stat 906, Federal Enpl oyees Conpensation
Act .

(d) PL 91-606, Disaster Relief Act of 1970.
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(e) Mller Act, 24 August 1935, 49 Stat 794.

(f) Act of 3 March 1875, 18 Stat 481, Debts Due United
St at es.

(g) Act of 3 March 1933, 47 Stat 1516, Buy Anerican Act.

(h) Section 305 of the Budget and Accounting Act of
10 June 1921, 42 Stat 24.

(i) 31 USC 3727, Assignnent of d ains.

(j) PL 85-480, approved 2 July 1918 to authorize the Chief
of Engi neers to publish information, panphlets, maps, brochures
and other material.

(k) Davis-Bacon Act or the Work Hours Act of 1962,
PL 87-581.

(1) Flood Control Act of 28 June 1938, as anended.

(m PL 90-616; 82 Stat 1212, Federal Enployees, U S. dains
for overpaynent.

(n) Section 601 of the Econony Act, 31 USC 1535.

(o) Section 14, River and Harbor Act, 3 March 1899,
30 Stat 1152, 33 USC 480.

Section 205 of 1948 Fl ood Control Act, as anended by
PL 84- 685.

(gq) Section 107, 1960 River and Harbor Act.

(r) Section 2, 1937 Flood Control Act, as anended by Section
208 of 1954 Fl ood Control Act.

(s) Section 14, 1946, Flood Control Act.
(t) PL 88-578, Land and Water Conservation Fund Act.
(u) Water Supply Act of 1958.

(v) 55 Stat 375, 31 USC 3325, Act approved
29 Decenber 1941

(w) 31 USC 3526, Settlenment of Accounts.
(x) RS 3646, as anended 31 USC 3331, Substitute checks.
1-13
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(y) Section 1, PL 84-365, approved 11 August 1955.

(z) PL 83-566, Watershed Protection and Fl ood Prevention
Act .

(aa) PL 84-984, Smuall Reclamation Project Act of 1956.

(bb) PL 89-298, Section 214, Public Wrks Project,
Construction and Repair.

(cc) PL 78-534, Flood Control Act, Section 4.
(dd) PL 78-534, Flood Control Act, Section 7.
(ee) PL 90-542, WId and Scenic Rivers Act.

(ff) PL 93-288, Disaster Relief Act of 1974.

(gg) PL 84-99, Flood Energency Wrk, appropriation
authority.

(hh) P.L. 104-106, Information Technol ogy Managenent Act.

1-5. Corps Financial Managenent. The Corps will establish and
mai ntain a system of financial nanagenent that ensures prudent
utilization of funds, a system of cost accounting that conplies
with CGenerally Accepted Accounting Principles (GAAP), Federa
Accounting Standards Advi sory Board (FASAB) statenents, and
Depart nent of Defense financial regulations.

a. Objectives of the Corps automated financi al managenent
system Corps activities involve a wide range of functions and
present diverse financial managenment requirenents. Follow ng are
obj ectives and characteristics of the overall automated fi nanci al
syst em

(1) To provide for an efficient accumul ation, recordi ng and
reporting of all financial transactions.

(2) To conmply with the Federal Accounting Standards Advisory
Board statenents and Generally Accepted Accounting Principles and
rel ated requirenents.

(3) To provide effective control over and accountability for
all funds, property, and other assets for which the Corps is
responsi bl e and appropriate internal controls to prevent errors
and fraud.
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(4) To conply with the basic functions and internal controls
described in DFAS-IN 37-1. The internal control review nust be
conpleted in accordance wth the USACE managenent control plan
and will be verified during HQUSACE Comrand | nspecti ons.

(5 To ensure data integrity that produces reliable results
that serve as the basis for the annual CFO audit preparation and
support of Corps budget requests, control and execution of
budgets, and for providing financial data required by OSD, QVB,
GAO, the Congress, and the public.

(6) To integrate accounting and reporting that achieves
the requirenents of the Treasury Departnent.

(7) To provide for the separation of duties for financial
transactions and proper assignnent of authority and
responsi bility.

b. Characteristics of the accounting system as inpl enented
in the Corps’ autonmated financial managenent system

(1) Accounts are naintained on an accrual basis of
accounting (Ch. 4).

(2) The systemis aligned with the basic principle of
del egation of authority and responsibility. The responsibility
for preparing source docunents is assigned to the sane
organi zati onal elenent as that which has del egated authority to
obligate funds, adm nister activities, and enter transactions
into the system

(3) The Corps has one authorized system of Accounting. It
is the systemof original entry and financial record. Accounts
are maintained in the Corps automated financi al managenent
system or as otherw se authorized by this regulation. The
ability to generate reports is nade available to the individuals
responsi ble for the prograns within the financial system

(4) Accounts are kept on the double-entry basis. The United
States Standard General Ledger is maintained as the system of
general and subsidiary |edgers within the Corps financial
managenent system All financial transactions are recorded in
detail and/or sunmmary, as appropriate wthin USACE

(5) The accounting systemis designed to prevent the over-
obl i gation of funds, which would I ead to potential violations of
the Anti-Deficiency Act.

(6) Cost accounts for the power production function of
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mul ti pl e purpose projects are naintained in a manner to be
readily convertible to accounts required for reporting to the
Power WMarketing Agenci es.

(7) Provides for the needs of Corps nmanagenent, and is
structured to neet the upward reporting requirenents of OSD, QOVB,
Treasury Departnent, and the Congress. The system al so supports
the requirenents of the Planning, Programm ng, Budgeting System
(PPBS).

(8) Distinguishes between capital and revenue expenditures,
charging the latter to current operations and the forner to asset
accounts. Both types of expenditures reduce the bal ance of
avai |l abl e funds. Under this procedure, expenditures nmade for
capital assets that are used in connection with the activities of
the Revol ving Fund or in connection with project revenue
produci ng activities are eventually included in project operating
costs in the form of depreciation.

c. Common C assifications. Comon classifications are
initiated at the planning stage of the managenent cycle with an
obj ective of providing consistent financial data for |ong-range
progranms. They provide a capability for annual budget
presentation for review and decision by the Chief of Engineers
and the Assistant Secretary of the Arny for Cvil Wrks; and for
t he use of the operating managers. Common classifications
associated with costs and related units of output permt the
eval uati on of performance agai nst plans at all |evels of
managenent, and assist in the fornulation and execution of
budgets. Comon cl assifications are designed to enhance the
saf eguardi ng of funds, property, and other resources for which a
primary operating unit 1s responsible.

d. Financial Managenent Controls. The Corps financial
managenment systemis based upon a series of internal and externa
control mechani sns. Control mechani sns include autonated
financial system and programmtic controls that are suppl enent ed
wi th prudent judgenment from nanagenent. Sone exanpl es of
financial controls are funds control, managenment reviews,
internal reviews, and external reviews.

e. Standard Forns. The Corps financial managenent systemis
integrated with nultiple tables containing governnent standard
forms required for generating financial information as |isted
bel ow. Forns not provided in the financial nanagenent system
nmust be published in DoD 7750. 7-L, AR 25-30 or at
http://ww. usace.arny. ml/inet/usace-docs/forns/ep253-1. ht m.

f. Document Transmttal . Docunment transmittals wll
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acconpany hard copy docunentation submtted for paynent
processi ng to USACE Fi nance Center.

g. Charts of General Ledger Accounts.

(1) The general |edger is designed so that any and all types
of appropriations and funds are accounted for and separate tria
bal ances are taken for each appropriation. The account structure
represents an integrated system of budgetary and proprietary
accounts. Subsidiary |edgers are naintained and reconciled to
general |edger accounts. By use of data recorded in the genera
| edger accounts and supporting records, the requirenents for
regul ar reports prescribed by OSD, OMB, Treasury, and the Federal
Energy Regul atory Conmmi ssion are readily net.

(2) United States Governnent Standard General Ledger. The
followng site contains a listing of the US Governnent Standard
General Ledger accounts and definitions:

http://ww. frs. treas. gov/ussgl /i ndex. ht m

(3) The Ceneral Ledger may be found in the Corps financi al
managenment system ( GLCNVM.).

1-6. I nternal Contr ol

a. Policy. The Corps will maintain adequate systens
of internal controls that achieve the intent of managenent,
saf eguard governnent assets, and prevent fraud, waste and abuse.

b. Corps systens of internal control wll:

(1) Ensure proper authorization of transactions and
activities and provide appropriate segregation of duties. An
exanple is to assign different people the responsibility of
aut hori zing transactions, recording transactions, and maintaining
cust ody of assets.

(2) Restrict obligations and costs to a mninmum consi stent
with efficiently and effectively carrying out the purposes for
whi ch the agency exists, within the limts of congressiona
appropriations and ot her authorizations and restrictions.

(3) Provide adequate safeguards from access to and use of
assets to prevent waste, loss, or inproper or unwarranted use.

(4) Assure that all revenues applicable to agency assets or
operations are collected and properly accounted for.
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(5) Assure the accuracy and reliability of financial,
statistical, and other reports (both financial and non-
financial).

ternal Control Objectives. The objectives of interna

c. |
in the Corps are achi eved by:

n
control in
(1) Carefully planning the organizational structure that
provi des for the proper assignnent of responsibility anong
organi zati onal units and between individuals so as to establish
the necessary del egation of authority and definition of duties.

(2) Segregating responsibility for duties and functions
bet ween the authorization of the transaction, performnce,
recor dkeepi ng, custody of resources, and review. This provides
i nternal checks on performance and m ni m zes opportunities for
carryi ng out unauthorized or fraudul ent or other irregular acts.

(3) Advance planning designed to determne and justify
requi renents for financial, property, and personnel resources and
to carry out operations efficiently and economnically.

(4) Establishing procedures that provide for the
saf eguardi ng of funds, property and other resources and prevent
m suse, unwarranted waste or deterioration, destruction, or
m sappropri ation.

(5) Proper execution of procedures prescribed by
managemnment after careful consideration of the objective to be
acconpl i shed.

(6) Assigning responsibility and ensuring that each enpl oyee
is held accountable for their actions. Additionally, fostering
a proper awareness on the part of each enpl oyee of the inportance
of faithful, honest, and efficient performance of individually
assigned responsibilities.

(7) WMaking provision for nmonitoring the effectiveness of
prescri bed procedures by those responsible for protecting the
Government’s interests, and review and examn nati on by independent
internal review reporting through the Departnent of the Arny.

d. Segregation of Duties. Responsibility for assigned
duties and functions will be segregated between the authorization
of the transaction, performance, recordkeeping, custody of
resources, and review to provide a system of checks and bal ances
on performance and m ni m ze unaut hori zed or i nproper acts.
Particul ar enphasis will be accorded the foll ow ng:
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(1) Enployees collecting revenues will not maintain or be in
a position to adjust the related accounting records.

(2) Enpl oyees responsible for the maintenance of accounting
records do not have authority to nmake entries to wite off
accounts receivable, property, or other assets unless so directed
in witing by those hol ding such authority.

(3) Enpl oyees responsible for purchasing property will not
keep rel ated financial records or have sole authority to approve
the transfers, sale, or other disposition of property.

(4) Enployees responsible for custody or accountability of
property will not be relied upon exclusively to take physica
i nventories.

(5) Enpl oyees responsi ble for purchases will not receive
i nvoi ces directly fromvendors, or the accounting copy of
receiving reports directly from consi gnees. The only exception to
this policy is the credit card hol ders.

1-7. Revisions. The Finance and Accounting Policy D vision,
Directorate of Resource Managenent, is responsible for
mai ntai ning this regulation. Revisions nay beconme necessary
because of changed, unusual, or special conditions. Proposed
changes will be submitted for consideration to HQUSACE, ATTN.
CERMF, 441 G Street N.W, Washington, DC 20314-1000.
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CHAPTER 4
ACCOUNTS PAYABLE
4-1_. General.

a. Accounts payable are amounts owed by the U.S. government
to others for goods and services received, progress in contract
performance, and rents. This chapter provides accounting policy
for recognizing accounts payable, including accruals. The
guidance applies to accounts payable funded by civil, military,
Revolving Fund, or reimbursable sources.

b. The accrual basis of accounting i1s used for all
appropriations and funds as prescribed by the Government
Accountability Office. The Federal Accounting Standards Advisory
Board (FASAB) establishes Generally Accepted Accounting
Principles (GAAP) and reporting requirements for federal
entities. Financial reporting for liabilities 1Is addressed in
the Statement of Federal Financial Accounting Standards Number 1
(SFFAS 1).

c. Under the accrual basis of accounting, full disclosure 1is
made of all changes in liabilities and expenses resulting from
transactions or events that affect these 1tems. The use of
accrual accounting ensures that the accounting records portray an
accurate and complete picture of expenses for a given accounting
period and of the financial condition at the end of the period.

4-2. Policy for Accounts Payable.

a. Recording Accounts Payables.

(1) Liabilities for payment, or accounts payable, are
recorded in accordance with Volume 4, Chapters 8 and 9 of the
Department of Defense Financial Management Regulation (DoDFMR),
http://www._.dod.mil/comptroller/fmr/04/04 08.pdf and
http://www.dod.mil/comptroller/fmr/04/04 09.pdf.

(2) Accounts payable are recorded upon receipt of services
or acceptance of title to goods, whether delivered or in-transit.
Accounts payable shall be supported by adequate evidence of the
existence of the liability (e.g. purchase order or contract, and
proof of receipt). Receiving reports must be entered in the
financial management system within five workdays after receipt
and acceptance of goods or services.
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b. Prevalidation. Prevalidation is the process of matching
the planned disbursement with a recorded obligation before the
invoice payment is made. The requirement is to determine before
the payment is made that the undisbursed balance of the
obligation is sufficient to cover the amount of the planned
disbursement. The process is iIntended to minimize the occurrence
of problem disbursements and Antideficiency Act violations.
Established thresholds for the prevalidation of vendor and
contract payments are as follows:

(1) AIll invoices, excluding certain MOCAS payments, are
matched to a recorded obligation in the financial management
system prior to disbursement.

(2) Mechanization of Contract Administration Services
(MOCAS) payments. Prevalidation is being phased in for MOCAS
payments to avoid significant payment delays. For contracts
awarded during/prior to FY2004, a $7,500 threshold applies. For
contracts awarded during/after FY2005, a zero threshold applies.
DoD guidance is available at DoDFMR Volume 10, Chapter 1,
http://www.defenselink.mil/comptroller/fmr/10/10 01.pdf.

c. Unfunded Liabilities.

(1) Accounts payable shall be recorded regardless of the
availability of funds. Accounts Payable not covered by budgetary
resources will be accrued as an unfunded liability in the USACE
Revolving Fund until the actual source of funding is determined.
Unfunded liabilities are reported in the footnotes to the
Consolidated Balance Sheet, in order to disclose potential
liabilities not recorded due to a lack of funding.

(2) Unfunded contractor earnings performed in accordance
with the Civil Works Continuing Contracts clauses will also be
reported as unfunded liabilities. The amount accrued will
include the interest on unfunded earnings, as determined by the
contracting officer, that would have been paid but for the
exhaustion of funds.

d. Judgment Fund. Certain judicially and administratively
ordered monetary awards against the U.S. Government, including
Department of Justice compromise settlements, are disbursed by
the U.S. Treasury from the Judgment Fund. Federal agencies are
required to reimburse the Treasury for payments made on their
behalf from the Judgment Fund.

(1) Claims for Contract Disputes (Treasury Symbol 20X1743).
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31 USC 1304 and 41 USC 612 provide that monetary judgments under
the Contracts Disputes Act of 1978 (CDA), as amended, which are
awarded by the Armed Services Board of Contract Appeals (ASBCA)
or the Court of Federal Claims, are paid by the Department of the
Treasury from the Judgment Fund. After payment is made to the
contractor, the affected DoD Component is required to reimburse
the Department of Treasury’s Judgment Fund. Judgment Fund debt
shall be reimbursed from the appropriation that funded the
original contract. The Contract Dispute Act requires that
payments be made from funds current at the time of the judgment
and from the same type of funds cited on the original contract.

a) Military claims or settlements. USACE activities shall
bill the customer for the amount of the Judgment Fund bill plus
Supervision & Administration (S&A). DoD guidance concerning
Judgment Fund payments is available in DoDFMR Volume 10,

Chapter 12, and DoDFMR Volume 3, Chapter 8,
http://www.defenselink.mil/comptroller/fmr/10/10 12 _pdf,
http://www.defenselink.mil/comptroller/fmr/03/03 08.pdf.

(b) Civil claims. Civil Works claims shall be forwarded to
CERM-F.

(2) The Notification and Federal Employee Antidiscrimination
Retaliation (NO FEAR) Act. Public Law 107-174, the No Fear Act,
requires that agencies reimburse the Judgment Fund for payments
made on their behalf concerning violations or alleged violations
of Federal discrimination laws, Federal whistleblower protection
laws, and/or retaliation claims arising from the assertion of
rights under those laws. Agencies are required to reimburse
Treasury within 45 days of notification.

(a) Military Activities. Military activities shall
reimburse the Judgment Fund for No Fear Act claims citing the
direct appropriation which funded the claimant’s position. |If
funds are not available, activities shall submit an unfunded
requirement to HQUSACE and record an unfunded liability in the
financial management system.

(b) Civil Works Activities. Civil Works activities shall
reimburse the Judgment Fund for No Fear Act claims from the
appropriate overhead account for the individual filing the claim.

(c) HQ/MSC. Claims for individuals assigned to HQUSACE or a
Major Subordinate Command shall be funded from the appropriate
Executive Direction and Management (ED&V) account.

(d) Out of Court Settlements. USACE activities will pay
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settlements reached between the two parties directly to the
claimant. Guidance concerning timeframes and funding source are
as specified above.

e. Intra-governmental Transactions. Amounts owed for goods
and services received from Federal agencies are reported
separately from amounts owed to the public. DoD FMR, Volume 6B,
Chapter 13, requires all DoD components to reconcile intra-
governmental transactions when compiling the Chief Financial
Officer (CFO) financial statements. USACE is a wailved entity,
which means that DoD grants USACE the authority to provide
accounts payable and expense information to other DoD entities.
As a wailved entity, trading partners must automatically accept
USACE accounts payable and expenditure data as accounts
receivables and revenues in their financial statements. Emphasis
must be placed on the validity of expenditure data, In order to
ensure proper financial reporting by USACE and other DoD
agencies.

f. Prompt Payment Act (PPA) Interest Payments. PL 97-177, as
amended, requires Federal agencies, including non-appropriated
activities, to pay their bills on time, to pay interest penalties
when payments are made late, and to take discounts only when
payments are made within the discount period. |If no date is
specified in the contract, payment will be made 30 calendar days
after receipt of a proper invoice or 30 calendar days from
acceptance of the goods or service, whichever is later.

(1) Interest penalties will be funded by the same program,
project, activity, or revolving fund account cited on the
contractual document.

(2) PPA interest penalties resulting from late payments
citing non-Corps reimbursable funds may be charged to the
responsible activity’s overhead account when all of the following
conditions apply:

-there are insufficient funds on the reimbursable order to
pay the interest penalty,

-the late payment will be the final charge against the
reimbursable order, and

-the interest penalty does not exceed $100.

(3) Project funds will be charged for interest expense
related to procurement of civil or military assets citing an
expense type work item; interest penalties will not be
capitalized in the cost of the asset. For Revolving Fund assets,
interest will be charged to the appropriate departmental, G&A, or
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shop & facility work item.

(4) Additional guidance on PPA and interest penalties is
contained In the DFAS-IN Regulation 37-1, Chapter 11 and Appendix
E, Desk Reference Guide for Prompt Payment Act:
https://dfas4dod.dfas.mil/centers/dfasin/library/ar37-
1/1ndex_htm.

g- Prompt Payment Act Discounts. Amounts recorded as
accounts payable shall be net of discounts offered by vendors.

(1) When a cash discount has been offered for prompt
payment, every effort should be made to process the iInvoice
within the discount period if economically justified. All offers
of discounts appearing on a vendor’s invoice will be considered
as authorizing the deduction of the discount if earned. IT the
discount terms of the contract or purchase order are not in
agreement with the discount offered on the vendor’s invoice, the
discount most advantageous to the Government will be taken.

(2) Computation of the discount period i1s conditioned on the
receipt of a proper invoice when an invoice Is required by the
contract. The period for taking the discount is calculated from
the date placed on a proper invoice by the vendor. |If the vendor
does not date the invoice, the discount period start date is the
receipt date annotated on a proper invoice by the designated
billing office.

(3) Invoices which, through no fault of the contractor,
cannot be paid within the discount period will be paid in the
full amount adhering to the normal payment terms.

(4) Additional guidance i1s contained in DoDFMR Volume 10,
Chapter 2, http://www.dod.mil/comptroller/fmr/10/10 02_pdf.

h. Reviewing Accounts Payable Balances.

(1) Funds are allotted to Commanders. The supporting
accounting offices are required to conduct a joint review with
originating offices of commitments, obligations, accounts
payable, and accounts receivable to determine timeliness,
accuracy, and completeness of unliquidated obligation data.
Reviews are conducted during each of the four-month periods
ending on January 31, May 31, and September 30 of each fiscal
year. For Accounts Payable, the purpose of the review iIs to
ensure that all known payables have been recorded and that the
amounts reported are correct and in agreement with subsidiary
records. The Joint Review Program (JRP) requirements apply to
all appropriations and funds, to include reimbursable
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transactions, trust funds, and the USACE Revolving Fund.
Documentation evidencing the review must be maintained for a
period of 24 months following the review for audit purposes.

(2) DA and USACE goals for the Joint Review Program are
published on an annual basis. Accounts payable are reviewed in
each of the JRP phases using the same criteria (appropriation
status, dollar amounts, aging, etc.) as established for reviewing
commitments and obligations.

(3) Confirmation statements. Commanders are required to
certify that the Joint Review has been conducted in accordance
with DoD and DA guidance; certification authority may be
redelegated to the Resource Management Officer. Confirmation
statements are submitted in the Corps of Engineers Management
Information System (CEEMIS) in accordance with established due
dates, for submission to DA. Exception reports are required if
fund holders are unable to complete the required review or
confirm the accuracy of data. A full explanation of the issues
and corrective actions being taken must be provided to CERM-F for
reporting to Department of Army.

(4) Additional guidance on JRP requirements is contained in
DoDFMR Volume 3, Chapter 8, and DFAS IN 37-1, Chapter 27,
http://www.defenselink_mil/comptroller/fmr/03/index.html;
https://dfas4dod.dfas.mil/centers/dfasin/Iibrary/ar37-
1/chap27.pdf.

4-3. Policy for Recording Estimated Accounts Payable (Accruals).

a. General. Accounts payable shall be estimated to the end
of an accounting period when goods or services have been received
but exact amounts are not known. Accruals shall be recorded only
ifT the event in question has actually occurred (or is projected
to occur by the end of the accounting period) and reasonable
documentation exists to support the amounts recorded. Accruals
will not be entered when a receiving report IS more appropriate.

(1) Amount. The amount accrued will be a reflection of the
work performed and the liability incurred. Best estimates may be
used; however, arbitrary pro-rations should be avoided.

(2) Documentation. Reasonable documentation is generally
considered to be documentation that would allow another
reasonably knowledgeable individual to come to the same logical
conclusion. Individuals who enter accruals must maintain audit
documentation for all accruals for one year after payment is made
or after the accrual is reversed. For accruals of $2,500 and
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over, an accrual support form must also be completed and
maintained. In addition, the Resource Management Office must
review and approve the supporting documentation for all accruals
over $100,000. Acceptable documentation includes:

(a) Receiving reports, executed bills of lading, issue and
turn-in slips, job sheets, or other documents that prove
constructive delivery, work was performed, services rendered, or
material received;

(b) Unpaid invoices from vendors that have been approved for
payment, including progress payment requests;

(c) Journal vouchers, or their equivalent, showing accrual
estimates prepared by responsible individuals where these
documents are used in keeping with accepted accounting practice;
for example, estimates of construction-in-progress/work-in-
progress. Use of email to provide rationale for estimates or
correspondence with contractors i1s acceptable;

(d) Obligation documents in cases where accrued expenditures
are recorded simultaneously with obligations and services have
been performed (examples: iIn-house labor, facility services,
etc.);

(e) Completion of work documents.

(3) Timing. Accruals will be recorded on a monthly basis
at a minimum for contractor earnings, intra-district activities,
and hired labor. All valid accruals shall be recorded quarterly,
regardless of dollar value.

b. Contract Earnings. Accrued expenditures will be recorded
for performance (including retained earnings) to the end of each
calendar month for construction contracts, major supply contracts
(e.g., turbines, generators, transformers, fabricated steel),
equipment rental contracts, Architect-Engineer contracts for
design services, and reimbursable orders placed with other
Federal activities, including other Corps of Engineers
activities. Engineering estimates and management evaluation of
actual performance shall be used to determine amounts for accrued
contract earnings.

c. Hired Labor. Labor costs will be accrued to the end of
the each calendar month using early labor cost cutoff procedures.

d. Reversal. Accruals will be reversed when a receiving
report or invoice can be recorded, or when the accrual is
subsequently determined to be invalid. |If the accrual is
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reversed and less than 70% of the original amount accrued is
subsequently disbursed, a statement must be added to the support
form explaining the variance.

(1) For all payments involving contractual obligations,
receiving offices are responsible for reversing accruals at the
time a receiving report or contract pay estimate is entered.

(2) The originating office/activity i1s responsible for
reversing any accrual if it is subsequently determined to be
invalid.

(3) The USACE Finance Center (UFC) will automatically
reverse accruals iIn order to record intra-governmental invoices
received. This process facilitates timely payment and collection
of government billings. Supported activities will provide the
required permissions in the financial management system to UFC
personnel. Where the actual amount billed is less than 70% of
the accrued amount, the originator at the supported activity 1is
responsible for adding a statement to the support form explaining
the variance.

e. Review of Accrual Documents. Resource Management shall
perform a monthly review to ensure that each accrual over 90 days
old i1s valid and properly supported by documentation. Any
accrual over ninety days old requires justification from the
originator as to why the accrual remains open. Normally,
accruals will be reversed and actual costs recorded in the month
following the initial recording of the accrual. Documentation
supplied by the originator will be maintained for audit purposes.

4-4_. Accounts Payable Procedures. Proper procedures for
Accounts Payable and accruals are available at
http://www.usace.army.mil/inet/functions/rm/finance/finance.htm.
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CHAPTER 6
LABOR COSTS AND LABOR COST CORRECTI ONS
6-1. General. This chapter prescribes the accounting policy for

recordi ng | abor costs and correcting | abor errors. The objective
is to ensure that each Corps of Engineers team nenber understands
the inmportance of correctly recording tinme and | abor costs in the
Cor ps of Engi neers Financial Managenent System This chapter
applies to all Corps of Engineers team nenbers.

6-2. Policy.

a. The Corps of Engineers is a project oriented organization
and as such, tinme and | abor nust be appropriately recorded to the
benefiting project.

b. Pursuant to the provisions of 31 USC 1301, | abor hours
actually worked on a specific project or reinbursable order nust
be costed and posted to that project or reinbursable order.
Accordingly, legitimate | abor costing errors nmust be pronptly
corrected using prescribed | abor cost transfer procedures. Under
no circunstances wll |abor hours actually worked on a specific
project or reinbursable order be charged, transferred, or posted
to another project or reinbursable order, a departnental overhead
account, a general and adm nistrative overhead account, or a shop
and facility account to:

(1) Conpensate for funding shortfalls.
(2) dear or avoid |abor rejects.

(3) Liquidate or reduce balances in accounts with funds
that will expire at the end of the current fiscal year.

(4) Elimnate or avoid credit balances in accounts
resulting fromposting of |abor actually worked.

(5 Mask potential anti-deficiency act violations.
(6) Mask cost overruns.

(7) Facilitate performance of work in advance of receipt of
f unds.

(8) Avoid reprogramm ng actions.

c. It is the policy of the Chief of Engineers to identify
the recording of |abor costs and ot her application of fisca
performance neasures. These requirenents should be a part of
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performance standards for all work |eaders, |abor certifying
supervi sors, project managers, and division and staff/office
chi ef s.

d. Methods of Determ ning Labor Cost Rates. Enployees of
division and district will be paid initially fromthe Revol ving
Fund. The | abor and payroll account will be charged wth the
gross earnings of these enployees and credited with |abor costs
di stributed. Labor costs applicable to civilian enployees wl|
be determ ned by one of the follow ng nethods:

(1) Actual Pay Method. Under this nethod, the | abor cost
rates are equivalent to the actual pay rates, and the |abor costs
distributed for each pay period equal the anobunt of the gross
earnings. This nethod is applicable to the services of (a)
enpl oyees not entitled to annual or sick |eave, (b) other
enpl oyees entitled to | eave with pay but who are transferred to
district rolls for pay purposes only or for tenporary purposes
such as care and custody of excess mlitary installations pending
di sposal, and (c) consultants.

(2) Effective Time Method. Under this nethod, the |abor
cost rates for the regular tour of duty consist of actual pay
rates increased to include a factor for all |eave wth pay. Labor
costs for night differential, overtinme and holiday pay are
conputed at the actual pay rates. This nethod is applicable to
the services of enployees entitled to | eave with pay except as
provi ded i n subparagraph (1) above. The effective tine nethod
provi des the neans to:

(a) Charge projects/work itens for tinme actually worked at
a rate which will absorb the anount of pay for annual and shore
| eave accrued, sick or other |eave taken, holidays,
adm nistrative | eave all owed, severance pay entitlenent, and
continuation pay for traumatic job-related injuries.

(b) Accunmul ate a balance in the | abor and payroll account
to approxi mate the nonetary val ue of annual and shore | eave due
enpl oyees under the effective tine nethod.

(c) When enpl oyees receive cost of living all owance (COLA)
it is necessary to conpute the COLA on the effective pay rate.
This provides the reserve to which the |abor cost is absorbed
when the enpl oyee is on | eave.

(3) Average Rates for G oups of Enployees. Under this
net hod, an average effective tine hourly rate is established and
used for costing | abor of enployees engaged in a conmon activity
such as shops, floating plant, executive, advisory and
adm nistrative functions. Equitable costing as well as econony
are prerequisites for use of the average effective |abor rate
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met hod.

e. Supervisors will maintain appropriate docunentation that
provi des support for their subordinate’ s tinme, attendance and
| abor subm ssi on.

f. Project managers will direct all team nenbers to stop
work on a project upon exhaustion of funds and notify the
custoner that work is stopped until the funding issue is
resol ved.

g. Finance and Accounting Oficers are responsible for
ensuring that all financial transactions are valid and properly
processed into the accounting system Their responsibilities
i ncl ude coordinating with project managers to ensure that al
di spute account transactions are pronptly researched, corrected,
and resubmtted, identifying characters, which indicate that the
transaction is a | abor cost transfer. F&A Oficers are
responsi bl e for review ng requests for |abor cost transfers to
ensure that justifications are reasonable and properly approved.
The F&A O ficer is responsible for inmediately notifying the
appropriate project manager of any funding problem

h. RMJO s are responsible for ensuring that policies outlined
in this chapter are in place and working effectively. They are
responsi ble for leading the effort to provide |ocal training
regardi ng project |abor costing and fiscal responsibility.

6-3. Labor and Labor Costs Corrections Procedures. Accounting
procedures for proper |abor costing can be found at:
http://ww. usace.arny.ml/inet/functions/rnifinance/finance. htm
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Chapter 8
PAY AND ALLOWANCES OF M LI TARY PERSONNEL

8-1. Ceneral. This chapter prescribes the accounting policy and
procedures required for pay and allowances of mlitary personne
assigned to the Corps of Engineers. This includes civil and
mlitary funded mlitary personnel. The pay and al | owances of
mlitary personnel of the Corps of Engineers will be processed in
t he manner prescribed by DoD Fi nanci al Managenent Regul ati on Vol .
7A, except as provided herein.

8- 2. Policy.

a. Electronic Funds Transfer (EFT.) P.L. 104-134 requires
all federal paynents to be made via electronic funds transfer.
Therefore, paynments to mlitary personnel will be processed via
el ectronic funds transfer (EFT).

b. Mlitary funded personnel are paid directly fromthe
Mlitary Personnel Arny Appropriation.

c. Civil funded mlitary personnel of the Corps of Engineers
enpl oyed primarily on duty connected with non-mlitary public
wor ks prosecuted under the direction of the Chief of Engineers,
will, while so enployed, be reinbursed their pay and al |l owances
fromthe appropriation for the work or works upon which they are
enpl oyed (33 U.S.C. 583a).

(1) If, during the period of an assignnent to a civil works
project, the soldier is detailed for duty on a mlitary project,
which is estimated to consune |ess than a significant portion of
his time, the soldier will be considered as enployed primarily on
the civil works project. H's full pay and all owances (i ncl udi ng
subsi stence) for such tinme will be paid fromcivil funds.
Significant is considered 25%or nore. |In situations where the
work is greater than 25% the costs will be distributed to the
mlitary supported project.

(2) Mlitary personnel transferring fromone duty station to
another are paid by the losing activity up through the end of the
month of the effective transfer date, as stated on their orders.
Li kewi se, when a soldier transfers to a Gvil function, paynents
w Il not be made fromcivil funds until after the end of the
month of the effective transfer date on their orders.

(3) The pay and all owance cost of mlitary reserve
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personnel assigned to the Arnmy Corps of Engineers for a Guvil
Wrks activity will be paid directly by the applicable mlitary
reserve appropriation and reinbursed by the Gvil Wrks
appropriation. (The funding action creates an appropriation
refund for the Reserve Personnel Arny appropriation). The
authority to use a civil works appropriation to fund a mlitary
Reserve O ficer is in accordance with 33 U. S.C. Section 583a.

The Corps of Engineers is not authorized to fund mlitary Reserve
Oficers for mlitary activities fromUSACE mlitary
appropriations.

8-3. Pay and Allowances of MIlitary Personnel Procedures.
Accounting procedures for pay and all owances of mlitary
personnel assigned to the Corps of Engi neers can be found at:
http://wwv. usace.arny. ml/inet/functions/rmfinance/finance. htm
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CHAPTER 9
Cl VI LI AN PAYRCLL AND LEAVE ACCOUNTI NG

9-1. CGener al .

a. Purpose. This chapter prescribes policy for payroll and
| eave accounting for Corps of Engineers civilian enpl oyees.

b. Responsibilities. The Drector, Defense Finance and
Accounting Service (DFAS) is responsible for the payroll system
and overall planning and general direction of the pay, |eave, and
al l owance functions for payroll admnistration. The Corps of
Engi neers civilian enpl oyees are paid by DFAS through the Defense
Cvilian Pay System (DCPS). The Corps utilizes a network of
ti mekeepers and custoner service representatives (CSR) for
processi ng bi-weekly pay. Tinekeepers are responsible for data
entry and accuracy of time and attendance. Supervisors are
responsi ble for certification of the accuracy of the tine and
attendance. The CSR serves as the |liaison with DFAS, ensuring
the recei pt and processing of all transactions, and corrections
of DCPS error reports.

9-2. Policy. The basic policies governing the processing and
accounting for paynents to civilian personnel contained in
Depart nent of Defense Fi nancial Managenment Regul ati on, DODFVR,
DCOD 7000.14-R, Volunme 8 will be followed. For actions required
to be submtted to higher authority, normal Corps of Engineers
command channel s of communication will apply.

a. Electronic Funds Transfer. Public Law 104-134, the Debt
Col | ection I nprovenent Act of 1996, requires all Federal paynents
to be nmade by electronic funds transfer (EFT). Any request for
wai ver of this requirenent nust be formally submtted to DFAS.
Departnment of the Treasury Financial Managenent Service issued
final rule 31 CFR, Part 208, which inplenments the EFT
requi renents of the Act.

b. Regardless of the timng of recording T&A dat a,
managemnment nust have in place a systemof control techniques that
gi ves reasonabl e assurance that the recorded information reflects
ti me worked, |eave taken, or other absences. Supervisors wll
certify the accuracy of time and attendance at the end of the pay
peri od.

c. Alternate Wrk Schedules. Title 5, United States Code,
Chapter 61, subchapter Il permts a variety of flexible and
Al ternate Work Schedul e, ENG Form 4704 (Auto), Alternate Wrk
Schedul e Tinme Record, is authorized to record tine and attendance
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for those enpl oyees working on an alternate work schedule. The
formmay be revised and reproduced locally using a | ocal form
nunber to nmeet district needs.

(1) ENG Form 4704 (Auto) nust be signed by the enployee,
ti mekeeper and supervisor. The enployee signs to affirmthat the
data is true, correct, and accurate. The tinekeeper signs to
verify that recorded information is true, correct and accurate to
the best of their knowl edge. The supervisor or other equival ent
official, or higher-level manager signs to confirmto the best of
their know edge that the recorded information is true, correct
and accurate, and in accordance with applicable |laws and
regul ations and i s approved for paynent.

(2) Signatures on Eng Form 4704 (Auto) are in addition to
the signatures required on the Tinme and Attendance Report.

d. Wthholding fromthe Pay of G vilian Enpl oyees.

(1) The Act of 3 Aug 1950 (64 Stat 393) provides authority
to withhold fromthe pay of enployees without their consent to
sati sfy indebtedness arising fromany erroneous paynent nade
during previous enploynent by an agency of the Executive Branch
of the Governnment where GAO has raised a charge for such
erroneous paynent agai nst a disbursing or certifying officer.

(2) The Act of 15 July 1954 (68 Stat 482, 5 USC 5514)
provi des authority for maki ng deductions fromthe pay of civilian
enpl oyees without their consent to satisfy indebtedness resulting
from any erroneous paynent made by an establishnent of the
Departnent of Defense to or on behalf of such enpl oyees.
Coll ection for salary overpaynents will be nade in accordance
w th DODFMR Vol une 8, Chapter 4.

(3) Waivers of Erroneous Paynents of Pay and Al | owances.
Authority is provided by 5 U S.C. 5584 and 4 CF. R Parts 91 and
92 for the waiver of clains of the United States agai nst a Corps
civilian enpl oyee arising out of an erroneous paynent of pay or
al | onances.

(4) Judgnent O fsets. Wen a court of the United States, in
an action or suit brought against Corps enpl oyees by the United
States, determnes that the enployee is indebted to the United
States and enters a judgenent agai nst the enpl oyee, section 124
of P.L. 97-276 allows collection of the debt by deduction from
enpl oyee’ s current pay account.

(5) Garnishnents. 42 U S.C. 659 provides consent by the

United States to garnishnent and sim |l ar proceedi ngs for
enforcenent of child support and alinony obligations against
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Corps civilian enployees. P.L. 103-94 authorizes the garni shnent
of Corps civilian enployee’ s pay for commercial debts.

(6) Travel Charge Card Delinquent Debts. Al travel charge
card accounts that are in the 90 plus days delinguent category
are subject to salary offset unless the person is specifically
exenpted. Exenptions may apply to nenbers of collective
bargai ning units, those within 30 days of retirenent, and
potentially other unique circunstances.

(7) The Debt Collection Inprovenent Act of 1996 provides
t hat :

(a) GCvilian payroll debts that are $50 or | ess may be
i mredi ately deducted from an enpl oyee' s next biweekly paycheck in
full. A sinultaneous notice will be sent to the enployee to
advi se the enpl oyee of this offset.

(b) The payroll office may begin a 15% of fset of the
enpl oyee's future biweekly paychecks when a debt greater than $50
is discovered and corrected within 4 pay periods of the origina
transaction. A simultaneous notice will be sent to the enpl oyee
to advise the enployee of this 15% of f set.

(c) Al other civilian payroll debts require a full due-
process notification letter sent to the enployee prior to any
coll ection actions being initiated by DFAS.

(8) Transfers of Annual and Shore Leave, Credit Hours and
Conpensatory Ti mre.

(a) Annual Leave Transfers. Wen an enpl oyee transfers
bet ween two USACE Commands the val ue of accrued annual and shore
| eave due the enployee will be transferred. The value will be
conputed by nmultiplying the hours of annual and shore | eave
transferred by the hourly salary rate in effect for the enpl oyee
at the time of transfer. The Finance and Accounting (F&A)
Oficer of the |osing USACE Conmand will obtain notices of such
enpl oyee transfers fromthe Customer Service Representative.

(b) Credit Hour Transfers. Wen an enpl oyee transfers
bet ween two USACE Commands that are in the same Defense Civilian
Pay System (DCPS) the value of credit hours due the enployee wll
be transferred. The value will be conputed by multiplying the
credit hours transferred by the hourly salary rate in effect for
the enpl oyee at the tinme of transfer. The F&A O ficer of the
| osi ng USACE Command wi ||l obtain notices of such enpl oyee
transfers fromthe Custoner Service Representative. DCPS wi |l
automatically pay Credit hours if the Agency, Major
d ai mant / Command changes, the enpl oyee does not remain on a FW5,
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or is noved to a different database.

(c) Conpensatory Tine Transfers. Wen an enpl oyee transfers
bet ween two USACE Commands that are in the sanme Defense Civilian
Pay System (DCPS) the val ue of conpensatory tine due the enpl oyee
will be transferred. The value will be conmputed by multiplying
t he conpensatory hours transferred by the hourly salary rate in
effect for the enployee at the time of transfer. The F&A O fi cer
of the I osing USACE Command will obtain notices of such enpl oyee
transfers fromthe Custoner Service representative. DCPS w ||
automatically pay Conpensatory tinme to the enployee if the Agency
changes i.e. the enployee |leaves Arny or retires. |If the agency
does not change, the F&AO i s responsi ble for paying the val ue of
t he Conpensatory tine to the gaining organization.

9. PCS House Hunting Trips. The regular duty tine of an
enpl oyee whil e on an advance house hunting trip will be reported
as duty tinme to the extent authorized by PCS orders. Since the
maxi mum period that may be authorized for a house-hunting trip,
including travel tine, is ten consecutive cal endar days, charge
to duty tine will never exceed eight days. Regular duty tinme in
excess of that authorized wll be charged to annual |eave or
| eave wi thout pay as appropriate.

9-3. (Cduvilian Payroll and Leave Accounting Procedures.
Accounting procedures for payroll and | eave of civilian personne
can be found at:

http://ww. usace.arnmy. ml/inet/functions/rnlfinance/finance. htm
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CHAPTER 10

WASHI NGTON AQUEDUCT

10-1. General. This chapter prescribes accounting policy for
Baltinore District, Washington Aqueduct Division and their

whol esal e custoners. The constructi on, maintenance and operation
of facilities associated with the collection, purification, and
transm ssion to the whol esal e custoners of the water supply are
civil functions of the Corps of Engineers. The Washi ngton
Agqueduct provi des potable water to whol esal e custoners, the
District of Colunbia, Arlington County and the City of Falls
Church. Water distribution and sales in these areas are the
responsi bility of the whol esal e custoners. Wshi ngt on Aqueduct
funds are primarily derived fromwater sales, which are nade in
accordance with water sal es agreenents between each whol esal e
custoner and the Secretary of the Arny. The Washi ngt on Aqueduct
works with a whol esal e custoner board as defined in a Menorandum
of Understandi ng (MOU) between the custoners and the Chief of
Engi neers.

10-2. Policy. The Washi ngton Aqueduct is responsible for rate
setting and revenue collection to cover all costs of operation,
mai nt enance, debt service and capital inprovenent. Washi ngton
Aqueduct w Il set custonmer rates to ensure all costs incurred
are recovered. Al work authorized and funded by the capital

outlay appropriation will ultimtely be a part of the Wshi ngton
Agqueduct and aut horized appurtenances and as such will normally
represent a capital item Capital Qutlays will include permnent

project features, including | and inprovenents and rel ocations,
as wel |l as Engineering, Design and Supervision and

Adm ni strative Costs. This account will include all costs
incurred for Work in Progress financed by Capital CQutlay, Water
Fund. Operation and M ntenance account will include all costs

incurred for additions, inprovenents and replacenents, financed
wi th operating expense funds. Washi ngton Aqueduct operating and
capital inprovenent budgets are submtted to the Wol esal e

Cust oner Board annual ly.

10-3. Procedures. Accounting procedures specific to Washi ngton
Aqueduct Division may be found at:
http://ww. usace.arny. m | /inet/functions/rnffinance/finance. htm
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CHAPTER 13
ACCOUNTING FOR CIVIL WORKS COST SHARED PROJECTS

13-1. General. The purpose of this chapter is to provide accounting guidance and procedures for
applying non-Federal contributions toward the cost of project planning, engineering, design,
construction, and operations and maintenance of Civil Works cost shared projects.

a. The Water Resources Development Act of 1986, Public Law 99-662, as amended, (hereinafter
“WRDA 86 or “the Act”) entered the Corps of Engineers into a new era of project financing through
cost sharing with various non-Federal sponsors (public entities). Although the acceptance of funds from
private parties is allowed under section 4, Rivers and Harbor Act (38 Stat. 1053; 33 U.S.C. 560)
navigation authority, and other authorities, it is HQUSACE policy that funds shall be accepted only
from duly appointed public entities. See ER 1165-2-30 for further guidance.

b. WRDA 86 specifies that the cost sharing provisions set forth therein apply to any studies for a
water resources project commenced after November 17, 1986, or any water resources project, or any
separable element thereof (as defined in the Act), for which a contract for physical construction had not
been awarded before November 17, 1986. The Act further provides that, unless otherwise specified, the
cost sharing provisions of Title I of the Act shall apply to all projects authorized therein. WRDA 86
further states that prior to initiating work on a project, other than hydropower, a legally binding
cooperative agreement must be executed between the Department of the Army and the non-Federal
sponsor to document the Government’s responsibility and the non-Federal sponsor’s responsibility for
the project including, but not limited to, paying the non-Federal share of the costs of construction,
paying 100 percent of the costs of the operation, maintenance, replacement, and rehabilitation costs, and
holding and saving the Government free from damages. Similar requirements are included in the Act
regarding planning and engineering of a project authorized by the Act. Model cost sharing agreements
for feasibility studies (Feasibility Cost Sharing Agreement (FCSA)), for preconstruction, engineering
and design (Design Agreement (DA)), and for construction, operation and maintenance (Project
Cooperation Agreement (PCA)) of water resources projects have been approved by HQUSACE and by
the Assistant Secretary of the Army (Civil Works) (ASA (CW)) for many of the Corps missions and
authorities. The approved model agreements are maintained on the website for Civil Works:

http://www .usace.army.mil/civilworks/cecwp/branches/policy compliance/ccpca.htm

Further guidance regarding cost sharing requirements may be found in ER 1165-2-131, ER 1105-2-100,
as well as in other engineering regulations, circulars and pamphlets, and Planning, Policy,
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and Project Management Guidance Letters.

c. Many pre-WRDA 1986 projects are still active, and these projects may be subject to different
cost-sharing obligations and existing assurance agreements or local cooperation agreements, which
contain the contractual agreement of the non-Federal sponsor regarding the project cost-sharing
obligations and the method of payment under the specific project authority. Unless these pre-WRDA 86
projects, or a separable element thereof, have been expressly made subject by Congress to the cost-
sharing requirements of WRDA 86, as amended, the Government cannot unilaterally alter the
contractual obligations of the non-Federal sponsor beyond those obligations set forth in the pre-existing
cost sharing agreement executed by the sponsor.

d. Interdisciplinary teams led by the Project Manager are recommended by HQUSACE for
development, negotiation and execution of PCAs, FCSAs, DAs, and escrow agreements. It is
recommended that the team include a Resource Management (RM) representative. The RM
representative must be familiar with the accounting procedures for all agreements and cost sharing
procedures of all references in appendix A.

13-2. Policy.

a. General. The Corps of Engineers Financial Management System cost share programming
reflects the financial requirements specified in law, regulation, and study or project specific cooperative
agreements between the Government and non-Federal sponsors for each cost-share project. For
Congressional Add projects with unique cost-sharing allowances during study, design, or construction,
the PM will provide RM with copies of the authorizing language supporting the project cost-sharing
allowance, with additional support from OC, if requested by RM. When a purchase request is certified,
the Federal Government and all non-Federal sponsors must have their respective proportional shares
(e.g., Federal cash, sponsor cash, or authorized and approved sponsor credit) available. (See PM
Guidance letter No. 11 Revised, SUBJECT: Provisions of Non-federal Cash for Construction of Civil
Works Projects and Separable Elements at:
http://www.usace.army.mil/inet/function

Only the Secretary of the Army or the ASA (CW) can waive the non-Federal sponsor’s proportionate
share requirements. If there is no such waiver and the Government’s and/or any non-Federal sponsor’s
proportionate share (net of any authorized and approved creditable work) is not available when a
purchase request is processed, then the purchase request will not be certified. Purchase requests cannot
be certified until the Government and each non-Federal sponsor’s proportionate share requirements are
met.
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b. Feasibility Phase. Section 105(a) of WRDA 86 specifies the cost sharing requirements for
studies that were initiated after 17 November 1986. Feasibility studies are cost shared 50%
Federal and 50% non-Federal and are typically accomplished with General Investigations funding.

As originally enacted in WRDA 86, at least 50% of a non-Federal sponsor’s share (25% of the total
feasibility phase cost) was required to be in cash. With the passage of WRDA 2000, P.L. 106-541,
Section 225, the non-Federal sponsor may now provide 100% of its share in “in-kind service” credit.
No credit may be given to the non-Federal sponsor for work performed prior to execution of the FCSA
or after completion of the feasibility phase.

(1) The Project Manager assigned to the feasibility study will coordinate actions with the RM
representative prior to completion of the negotiations on the FCSA with the non-Federal sponsor.
Coordination and accounting mechanisms will be established for: allocating and tracking non-Federal
cash contributions, crediting the value of approved in-kind service contributions, and distribution of
charges against the Federal and non-Federal sponsor accounts. They will document the effective,
departmental overhead and any other rates, and identify increases that could trigger an amendment to the
FCSA, or Project Management Plan (PMP).

(2) The Project Manager coordinates a draft FCSA with RM to ensure compliance of the
following: procedures for receipt and accounting of non-Federal sponsor cash funds; establishment and
handling of escrow accounts, if used; prohibitions pertaining to commingling of funds; the direct
charging rule for recording direct labor cost; frequency of charges against the non-Federal sponsor
contributed fund accounts; crediting the value of approved in-kind contributions; the F&A reporting
products and their interpretation; circumstances precipitating increases in effective and departmental
overhead rates; partial reconciliation of the accounts for the non-Federal sponsor and Federal end-of-
year budgetary requirements; end of study reconciliation mechanism; and the provision and maintenance
of accounting records for inspection and audit by Federal or non-Federal sponsor representatives.

c. Credits for work-in-kind during Feasibility Phase. In-kind services represent study work
performed by the non-Federal sponsor during the feasibility phase per Section 105(a) of WRDA 86, as
amended, for which credit may be given and counted towards the required non-federal contribution. A
PMP is the basis for assigning tasks between the Government and the non-Federal sponsor and for
establishing the value for credit for in-kind services. Examples of in-kind services are services,
materials, supplies and other in-kind work items other than cash necessary to prepare the feasibility
report. The determination of the initial dollar value of in-kind products or services will be based on
negotiation of a detailed
Government estimate and a non-Federal sponsor proposal. The value of in-kind services will be stated
as fixed fee amounts determined by applying applicable Federal regulations, including
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OMB Circular A-87. Acceptance of the product will be as described in the PMP.
d. Preconstruction Engineering and Design (PED) Phase.

(1) Section 105(c) of WRDA 86 specifies that the cost sharing for design of projects will be
shared in the same percentages as the project purpose. CECW-AG Memorandum, 3 August 1998,
Subject: Model Design Agreement, requires that the Government and the non-Federal sponsor execute a
design agreement for all Preconstruction Engineering and Design activities funded by General
Investigations, and all engineering and design activities funded by either Construction, General or
Operations and Maintenance, General appropriations with certain limited exceptions set forth therein.
Since most project purposes have different cost sharing formulas, HQUSACE and ASA (CW) developed
the model DA using 75/25 percent cost sharing. To ensure costs of design are ultimately shared in the
same percentages as the project purpose, once design is complete total design costs are included in total
project costs in the PCA for the project. Any adjustments required ensuring the non-Federal sponsor has
contributed the correct percentage of total design costs are accomplished by adjusting the cash
requirement from the non-Federal sponsor in the first year of construction. It is important to note that
unlike Section 105(a) of WRDA 86, Section 105(c) of WRDA 86 does not authorize or permit any in-
kind services to meet a portion of non-Federal sponsor contributions during design.

(2) Section 105(b) of WRDA 86 specifies the cost sharing for projects authorized in WRDA 86
for Planning and Engineering only. Non-Federal sponsors must contribute 50 percent of the cost of
planning and engineering during the period of planning and engineering. The costs included herein are
all costs necessary to produce a feasibility report. Once the period of planning and engineering is
complete, the Government and non-Federal sponsor must execute a DA to cost share the costs of design.

(3) All Other PED. These costs may be incurred under several classes below: All PED costs
incurred subsequent to the feasibility study, other than costs incurred during the period of planning and
engineering discussed in 2. above, are considered a part of, and included in, the total project cost to be
cost shared and included in the PCA. The PED costs are to be treated as a component of the first year
construction costs and included in the non-Federal sponsor’s first year cash requirements.

(a) Continuing Planning and Engineering. All such costs are subject to cost sharing, if incurred
on or after 1 October 1985.

(b) Advance Engineering and Design.
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e. Construction. The draft PCA is sent through RM for comment to insure the PCA cost sharing
provisions will track and comply with established accounts. Coordination and accounting
mechanisms will be established for: allocating and tracking non-Federal sponsor cash
contributions, crediting for the value of authorized and approved Lands, Easements, Rights-of-
Way, and initial and final Relocations, and Disposal Areas (except for general navigation
projects/features), Section 104/215 and other authorized credits to the non-Federal sponsor’s cost share;
and distribution of charges against Federal and non-Federal sponsor accounts. Project cost estimates
reflecting the detailed current schedule and cost share requirements are prepared annually by the project
manager/programmer. The project programmer creates and updates the Cost Share Control Record in
CEFMS that includes this summarized information annually.

(1) Non-Federal sponsor contributions of Project Cost. The non-Federal sponsor cost sharing
and project financing responsibilities must be determined for each project based upon the statutory
authority as spelled out in the cost sharing agreement and the project. Except as discussed in the next
paragraph, the non-Federal sponsor must provide its share of total project costs during the period of
construction. The non-Federal sponsor has flexibility to determine whether to make the total estimated
non-Federal share of construction cost available prior to the start of construction or incrementally over
the period of construction. The specific policy is generally outlined in ER 1165-2-131 and updated by
Policy and Project Management Guidance Letters listed on the Planning and Policy Website.

(2) Authorities Allowing Deferred Payment by the non-Federal sponsor.

(a) For commercial navigation projects, Section 101(a)(1) of WRDA 86 provides that a portion
of the non-Federal sponsor’s share will be paid during construction. Section 101(a)(2) of WRDA 86
requires an additional 10 percent of the cost of general navigation features to be paid by the non-Federal
sponsor over a period not to exceed 30 years at an interest rate determined pursuant to Section 106 of
WRDA 86.

(b) In special circumstances (see ER 1165-2-131) where non-Federal sponsors request, non-
Federal sponsor financing may be deferred under Sections 101(d) and 103(1) if approved by the
Assistant Secretary of the Army (Civil Works) (ASA (CW)). In such an instance, the Government will
finance the construction costs from Federal appropriations and the non-Federal sponsor will repay its
share over time, plus interest at a stated rate. When this approach is taken, Interest During Construction
(IDC) will be assessed, as well as interest during the repayment phase, since the Government is
incurring an interest cost in financing the non-Federal share. All interest will be recorded in the Federal
project account as miscellaneous receipts funds returned to the U.S. Treasury. Interest methodology is
defined in ER 1165-2-131, Appendix I. This methodology will be followed for all projects subject to
the provisions of WRDA 86, P.L. 99-662,
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but will not be retroactively applied to projects when construction was begun under previous legislative
authorities.

f. Flood Control and Coastal Emergencies.

(1) Cost-sharing provisions under natural disaster procedures specified in ER 500-1-1 require
that 20 percent of the cost to rehabilitate a non-Federal levee be provided by non-Federal sponsors. This
contribution may be cash or in-kind services provided during the period of construction.

(2) In certain circumstances, notably for construction of wells to provide emergency drinking
water, any construction of wells by USACE will be paid by the applicant. USACE may construct wells
only when commercial or other sources cannot construct them within a reasonable time. The purpose of
the well will be for human and livestock consumption only.

Reference ER 500-1-1.

g. Inland Waterways Transportation. Projects authorized under Section 102 of WRDA 86 are to
be financed in part through transfer appropriation 96-20X8861 (Inland Waterways Trust Fund).
The Inland Waterways Trust Fund will be used to pay 50 percent of total construction cost. The term
“construction” as used in Section 102 of WRDA 86 includes planning, designing, engineering,
surveying, the acquisition of all lands, easements, and rights-of-way necessary for the project, including
lands for disposal of dredged material, and relocations necessary for the project.

h. Operation, Maintenance, Repair, Replacement and Rehabilitation (OMRR&R). The non-
Federal cost of OMRR&R of projects shall be in accordance with the statutory authority for the project.

1. Reimbursement For Advance Non-Federal Construction of Authorized Federal Harbors and
Inland Harbor Improvement.

(1) Section 204(e) of WRDA 86, as amended, provides authority to reimburse a non-Federal
sponsor for construction of an authorized Federal harbor or inland improvement or separable element
thereof provided that certain statutory requirements are met.

(2) In accordance with the statutory authority, after project authorization and before initiation of
construction of the project or separable element, the Secretary of the Army must approve the plans of
construction of the project by the non-Federal interest, the non-Federal interest must execute an
agreement to pay the non-Federal share, if any, of the cost of operation
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and maintenance of the project, and the Secretary must determine before plan approval that the project
or separable element of the project is economically justified and environmentally acceptable.
Reimbursement cannot be made until appropriated funds are available and the Secretary has certified
that the work has been performed in accordance with applicable permits and approved plans.

j. Lands, Easements, Rights-of-Way, Relocations and Disposal Areas (LERRD).

(1) In addition to cash requirements, the non-Federal sponsors are required, under many project
authorities, to provide all lands, easements, rights-of-way, and to perform or assure performance of
relocations (see paragraph (3) below) or bear the costs of such work if performed by the Government on
behalf of the non-Federal sponsor. Except for commercial navigation projects, non-Federal sponsors
also are generally required to provide all dredged or excavated material disposal areas.

For commercial navigation projects, the non-Federal sponsor does not generally provide dredged
material disposal areas. They must provide the underlying lands, but the disposal area features will be
treated as cost shared general navigation features. However, in order to determine the responsibility for
a specific project, the statutory authority for the project must be examined. (See ER 1165-2-131 and
chapter 12 of ER 405-1-12.)

(2) The non-Federal sponsor shall receive credit toward its share of total project costs for the
fair market value of the lands, easements, and rights-of-way that it provides for the project and for the
incidental costs of acquiring such interests. Fair market value, and the credit amount to be afforded shall
be determined in accordance with the requirements of the cost-sharing agreement executed by the
Government and the non-Federal sponsor.

(3) The general policy for performing and cost sharing of relocations, removal or alteration of
highway bridges, railroad bridges, utilities and certain structures has been addressed in a series of policy
guidance letters (PGL Nos. 1, 2, 2R 44 and 45). They may be found on the web at:

WWW ., USd drm 11 [ 11 01 % C

Specific project statutory authority may provide a different cost-sharing responsibility.
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k. Methods for Providing Non-Federal Funds.

(1) General. For projects involving a single or lump sum contract to be completed in one
fiscal year or a project that will be completed in one fiscal year, the non-Federal sponsor shall provide
its full cash requirement on or before the scheduled date of issuance of the solicitation of the first
construction contract. For projects that will take more than one fiscal year to complete,
the non-Federal sponsor may provide its share in periodic payments. The timing of these payments may
be on a Federal fiscal year, quarterly, or fiscal year of the non-Federal sponsor basis in accordance with
the cost-sharing agreement for the project. The non-Federal sponsor’s payment may be made by any of
the methods of payment (check, escrow account, letter of credit, or electronic funds transfer) outlined in
the cost-sharing agreement executed by the Government and the non-Federal sponsor.

(2) Check.
(3) Escrow Accounts.

(a) Non-Federal sponsors of water resource projects, especially those projects that will be
constructed over a period of years, may wish to provide their required contributions in an interest
bearing escrow account. The escrow account provides a means for the non-Federal sponsor to earn
interest on its funds and ensures that funds are available for use immediately by the Government when
needed. Funds are not available for obligation purposes by the Government until withdrawn from the
non-Federal sponsor’s escrow account and deposited into the U.S. Treasury. Usually, the District
Commander or another designated official for deposit will withdraw funds in escrow into the U.S.
Treasury in increments as needed. Approval from HQUSACE (CECC-QG) is required only when escrow
agreements differ from the model escrow agreement. Further discussion is provided in ER 1165-2-30,
ER 1165-2-131, ER 37-1-30, in Memorandum, CECC-ZA, 8 October 1997, subject: Escrow
Agreements in Support of Agreements Other than Project Cooperation Agreements, as amended by
Memorandum, CECW-PG, 28 September 2000, Subject: Revision to Model Escrow Agreement, and
references cited therein.

(1) The model escrow agreement found in those ERs has been modified. The revised model is
located at the following Internet address:

: branct ey :

(b) Escrow accounts must meet certain criteria. The financial institution must be financially
secure. The financial institution that holds the escrow account must hold a national charter (i.e., be a
member of the Federal Reserve) or at least be insured by the Federal Deposit
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Insurance Corporation (FDIC). In addition, the deposit of funds must be irrevocable. The non-Federal
sponsor must not be able to withdraw the funds until the Government has certified that no additional
funds will be needed. The funds will not be used for speculative investment. Any

investment by the financial institution must be a direct obligation of the Federal Government (e.g.,
Treasury bills) or obligations of Federal agencies guaranteed by the Federal Government (e.g.,
certificates issued by the Government National Mortgage Association), or in a money market

mutual fund consisting solely of such obligations.

(4) Letter of Credit. The non-Federal sponsor may wish to provide an irrevocable letter of credit
for its share of project costs. A letter of credit is similar to an escrow account. With a letter of credit, a
financial institution guarantees to the Federal Government that funds are available upon request from the
non-Federal sponsor to meet the required cash outlays. HQUSACE (CECC-G) must approve the letter
of credit. A suggested example of a letter of credit has been placed on the HQUSACE Civil Works
website at:

hito: Ueivilwort | | licy I ]
(5) Electronic Funds Transfer.

(6) Deferred Payments. Deferred payments by non-Federal sponsors are covered in ER 1165-2-
131 and the mechanisms would need to be specifically provided in the project cooperation agreement.

(7) There are occasions when non-Federal sponsors may wish to meet their cost sharing
responsibilities at least in part with funds they have received from the Government. As a general rule,
non-Federal shares of project cost are to be satisfied through the use of non-Federal funds. Federal funds
may not be used to meet the non-Federal sponsor’s share of project costs unless the expenditure of such
funds is expressly authorized by statute as verified in writing by the granting agency. (See ER 1165-2-
131.)

1. Voluntary contributions for recreation and natural resources activities, 33 USC 2325.

(1) Acceptance. USACE is authorized to accept contributions of cash, funds, materials, and
services from persons, including governmental entities but excluding the project sponsor in connection
with management of recreation and natural resources activities at water resources development projects.

(2) Deposit. Any cash or funds received shall be deposited in the U.S. Treasury into account
“Contributions and Advances, Rivers and Harbors, Corps of Engineers (96X8862)” and shall be
available until expended.
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m. Challenge Partnership Agreements program for the management of recreation and natural
resources activities, 33 USC 2328.

(1) General. USACE is authorized to develop and implement a program to share the cost
of managing recreation and natural resources activities at water resources development projects.

(2) Cooperative agreements. To implement this program, USACE is authorized to enter into
cooperative agreements with non-Federal public and private entities to provide for operation and
management of natural resources activities at Civil Works projects.

(3) Contributions. USACE may accept contributions of funds, materials, and services from non-
Federal public and private entities for the Challenge Partnership Agreements program. Any funds
received shall be deposited in the U.S. Treasury into account “Contributions and Advances, Rivers and
Harbors, Corps of Engineers (96X8862)” and shall be available until expended.

13-3. Procedures.

a. Cost Shared Accounting Procedures can be found at:

httn: Vinet/fincti : . :

b. Financial Management System. The Corps of Engineers Financial Management System
(CEFMS) user manual at http://rmf3 [.usace.army.mil/cefmsdoc provides detailed financial system

procedures for cost sharing management.
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APPENDIX A

Required Publications

P.L. 99-662 (The Water Resources Development Act of 1986)

P.L. 100-676 (The Water Resources Development Act of 1988)

P.L. 106-541 (The Water Resources Development Act of 2000)

38 Stat. 1053; (Rivers and Harbor Act of 1915) 33 U.S.C. 560, Section 4
OMB Circular A-87 (Cost Principles for State and Local Governments)
EFARS (Engineer Federal Acquisition Regulation Supplement)

ER 37-1-30  (Accounting and Reporting)

ER 405-1-12 (Real Estate Handbook)

ER 500-1-1 (Natural Disaster Procedures)

ER 1105-2-100 (Guidance for Conducting Civil Works Planning Studies)

ER 1165-2-30 (Acceptance and Return of Required, Contributed or Advanced Funds for
Construction or Operation)

ER 1165-2-120 (Reimbursement for Advance Non-Federal Construction of Federally
Authorized Harbor and Inland Harbor Improvements)

ER 1165-2-131 (Project Cooperation Agreements for New Start Construction Projects)
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APPENDIX B
Final Accounting Report

13-B-1. The terms of the FCSA, PCA, and Design Agreement require that the Corps must
provide the non-Federal sponsor with a final accounting report of total study/project cost. The project
manager and the F&A office will prepare the final accounting report. The project manager, RM
representative and non-Federal sponsor may develop the final accounting report format during the
preliminary negotiations of the FCSA or PCA. It is recommended that a draft report format be
presented to the non-Federal sponsor for concurrence. The F&A office must ensure that the final report
agrees with the cost recorded in the official accounting records (CEFMS). Commanders and project
managers must ensure that responsibilities are clearly assigned, since the report may require a billing or
refund to the non-Federal sponsor. An independent review of the final accounting report must be
performed prior to billing or returning funds to the sponsor. CEIR reviews the USACE records and
DCAA reviews the sponsor records.

13-B-2. The percentage of total project cost which the non-Federal sponsor must provide is
normally a joint effort between Project Management, Resource Management, Counsel, and Real Estate
and determined based on Federal laws. Under P.L. 99-662, cost sharing requirements for certain project
feature/purposes are different from others. The final accounting report must contain clear splits where
different project purposes exist. The cost accountant must coordinate with the project manager to
determine if different project purposes are involved and hence the applicable cost share percentages
have been established prior to start of work.

13-B-3. The terms of the model FCSA require that the final accounting report of study cost be
provided to the non-Federal sponsor within 90 days of the study completion. The terms of the FCSA
require the following items to be included in the final accounting report:

(1) Government disbursement of Federal Funds.

(2) Cash contributions from the sponsor.

(3) Credits for the negotiated cost of the non-Federal sponsor.

Within 30 days after the final accounting report, the Government shall refund to the sponsor the excess
of cash contributions and credits over 50 percent of total study cost, if any, subject to the availability of
appropriation funds. Within 30 days after the final accounting report, the non-Federal sponsor shall

provide the Government any cash contributions required so that total sponsor’s share equals 50 percent

of total study cost.

13-B-1



ER 37-1-30
Change 2
31 Dec 03

13-B-4. The terms of the PCAs for civil works projects require the Corps, upon completion of
construction and resolution of all relevant claims and appeals, to compute total cost of construction and
tender to the non-Federal sponsor a final account of the sponsor’s share of total project cost. The final
accounting report should be provided within 90 days.

a. In the event that the total contributions by the non-Federal sponsor are less than its required
share, the sponsor shall, no later than 90 calendar days after receipt of written notice, make cash
payment to the Government to meet its required share of project cost.

b. Structural flood control model PCA. See Article VI D for requirements regarding refund of
the non-Federal sponsor’s contribution.

c. Harbor model PCA.
13-B-5. If interest on deferred payments or during construction applies, it must be computed as

earned and reflected in the final accounting report for proper accounting and to preclude allegations that
the Corps failed to disclose all cost.
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CHAPTER 14
ACCOUNTING TREATMENT FOR MULTIPLE-PURPOSE PROJECTS
14-1. General.

a. This chapter applies to all field operating activities that operate multiple-purpose hydroelectric
projects, which furnish electricity for resale to the public. It provides procedures for reporting financial
and technical data for the hydroelectric power generating projects, cost and asset accounting and reporting
policy; operational instructions; general guidance and instruction for preparation of the EIA-412, Annual
Report of Public Electric Utilities and examples of project financial statements.

b. One of the nation’s most promising energy alternatives is hydroelectric power — electricity
produced by flowing water. Many Corps projects, which were built primarily for navigation
improvement, flood control and other purposes, are also used to create hydroelectric power. The Corps of
Engineers has been actively involved in building and operating hydroelectric projects since the 1930s.

c. Annually, the financial activity and financial position of hydroelectric projects are provided in
financial statements prepared by Corps District Offices in accordance with Generally Accepted
Accounting Principles (GAAP). The U.S. Army Corps of Engineers (USACE) prepares financial
statements that include financial information prepared in accordance with accounting standards provided
by the Federal Energy Regulatory Commission (FERC). The American Institute of Certified Public
Accountants has designated Federal Accounting Standards Advisory Board (FASAB) as the source of
GAAP for Federal entities.

14-2. Palicy.

a. When a multiple-purpose power project is authorized and funded by Congress, the
authorization includes the purposes for which the project is to be constructed. A multiple-purpose power
project is one that serves more than one function and is authorized by congress.

b. A purpose is defined as the type of function that the project provides. See authorized purposes
at Appendix A. Costs incurred at multiple-purpose power projects are either reimbursable or non-
reimbursable. Generally, construction, operations and maintenance costs at projects for power, irrigation
and/or water supply purposes are reimbursable. Costs for generating
hydroelectric power are recovered through the marketing and selling of power to commercial activities.
Power Marketing Agencies (PMA) under the Department of Energy performs this function. These
agencies also bill and collect funds for the electricity that is sold and deposit
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funds on behalf of the USACE. Non-reimbursable costs are borne entirely by the Federal Government.
c. Project Costs. Generally, projects incur costs that are for both specific and joint purposes.

(1). Joint purpose costs. Joint purpose costs are costs that are to be shared by various authorized
purposes of the project and cannot be attributable to a single project purpose. Joint purpose costs always
include the power purpose. These costs are distributed to project purposes based on joint cost allocation
percentages. A determination of these percentages are made by a Cost Allocation Study, which is
prepared in accordance with “Planning — Planning Guidance Notebook”, ER 1105-2-100:
htto: Ui d i 1105-2-100 |
There is one set of joint allocation percentages for construction costs and another for operations and
maintenance (O&M) costs.

(2). Specific purpose costs. Specific purpose costs are those costs that can be attributable to a
single purpose. A project can have more than one specific purpose, such as power or recreation.

(3). Both joint and specific costs include: repayment of construction costs; interest during
construction; interest to operations, which is calculated and booked by the PMAs; and annual operation
and maintenance expenses. USACE maintains cost and income accounting records for multiple-purpose
power projects, regardless of budgetary classification, that distinguishes between annual specific and joint
O&M costs and construction costs. The Corps’ accounting system makes this distinction through the use
of purpose codes and work category codes. Costs incurred for only one purpose under any work category
code should be separately identified and allocated to only that purpose. Purposes not included in initial
project authorization do not share joint costs unless there is a post-authorization change to the project.

d. Provisions for asset accounting by the Corps is provided in the CEFMS Asset Management
User’s Manual:

http://rmf31.usace.army.mil/cefms/doc/user manuals/asstmgmt.pdf

e. Additions and Replacements. The policy on additions and replacements, signed by the
Department of Energy and the Acting Assistant Secretary of the Army (Civil Works) in 1984, provides
that each addition and replacement will be repaid by the Power Marketing Agency at the rate of interest
applicable to the fiscal year in which construction is initiated or the addition or replacement is purchased.
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(1). If the addition or replacement requires more than one year to complete, the item will accrue
Interest During Construction (IDC) from the time construction begins, and will be charged
until such facility is transferred to Plant In Service (PIS). At the end of the fiscal year prior to
completion, the interest obligation shall be added to the cost of the facility to be charged interest for
subsequent periods. Upon completion, IDC and the construction costs will be transferred to PIS.

(2). If the addition or replacement is completed within one fiscal year, no IDC will be computed.

f. Depreciation. All multiple purpose project assets, other than fee-simple land payments, will be
subject to depreciation. Depreciation will be based on book cost of the capitalized asset, plus IDC and
any contributions in aid of construction. Effective 1 Oct 1989, the straight-line method of depreciation is
used. Monthly rates will be applied to PIS accounts and such rates will be based on the estimated service
lives of the depreciable assets. All depreciation will be recorded under the owning appropriation of the
assets and will be classified by project purpose.

g. Interest During Construction (IDC). During the period of constructing a project or additions
and betterments, interest on the costs of construction, including land costs, and other project costs related
to construction for each month, will be computed as simple interest from the middle of that month until
the end of the current fiscal year. Interest on previously accounted costs including accumulated interest
will be compounded annually on the last day of each fiscal year and on the date of transfer to Plant In
Service (PIS). IDC is computed for all purposes at the authorized rate except water supply. The
construction phase is initiated when land is purchased or a construction contract is awarded, whichever
occurs first. Interest will be based on all accumulated costs including previous interest costs and
excluding costs incurred under contributions in aid of construction from other than Federal Agencies.
IDC will be recorded in the accounts not later than the end of each current fiscal year. IDC costs will be
held in
Construction in Progress, general ledger account 1720.10, work category code 71000, Undistributed
Interest, until the asset is transferred to PIS. At that time, the applicable portion of the interest, together
with the other costs representing the completed asset, will be transferred to the appropriate PIS accounts.
The contra credit for IDC will be reflected in work category code
92000, Interest on Government Investment, general ledger account 7190.50, Interest on Government
Investment. The interest rate will be the authorized rate at the time construction begins.

h. Revenues Forgone. Revenues forgone to hydropower are the reduction in revenues accruing
to the Treasury as a result of the reduction in hydropower outputs based on the existing rates charges by
the power marketing agency. If hydropower projects are being reduced as a
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result of a reallocation, the hydropower account will be credited for the amount of revenues to the
Treasury forgone as a result of the reallocation. The amount of revenues forgone credit should be
presented in the reallocation report that supported the water supply contract.

i. Water Supply.

(1). Where storage space for water supply in Corps of Engineers projects is provided under the
authority of the Water Supply Act of 1958, as amended, the interest rate for the portion of the project
applicable to water supply will be determined as prescribed by that Act.

(2). The Water Supply Act of 1958, as amended by the Water Resources Development Act of
1986, requires that before construction or modification of any project (including water supply provisions
for present demand) is initiated, state or local interests shall agree to pay for the cost of such provisions.
For Corps of Engineers projects, the Secretary of the Army may permit the full non-Federal contribution
to be made, without interest, during construction of the project, or, with interest, over a period of not more
than 30 years from the date of completion, with repayment contracts providing for recalculation of the
interest rate at five-year intervals. Interest to construction will be recorded at the rate specified in the
water supply contract.

j. Irrigation. For projects that have irrigation as a purpose, IDC computed on construction costs
does not have to be repaid. Only the Federal construction costs are required to be repaid. Irrigation costs
above the water users' ability to pay are to be repaid by revenues from surplus hydroelectric power sales
and other miscellaneous project revenues without an interest charge.

k. Income. Income for the sale of hydroelectric power is collected by the PMAs and deposited
into the federal treasury on behalf of the USACE. The PMAs report this income on their annual financial
statements. It is not reported on the Corps’ Revenue and Expense Statement to avoid double reporting.

. EIA Form 412 Submission Requirements.

(1). Section 937 of the Water Resources Development Act of 1986, (Public Law 99-662)
requires USACE to submit a report for each hydropower project to Congress by 15 January of each year.

(2). EIA Form Availability. EIA Form 412 is available at the following WEB Site:
hit: o Jelectric] ; himl

(3). The Federal Energy Regulatory Commission Uniform System of Accounts
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prescribed for Public Utilities and Licensees subject to the Federal Power Act applies to agencies of the
United States engaged in the generation and sale of electric energy for ultimate distribution to the public.
USACE will utilize these accounts for report preparation.

(4). Districts will submit Schedule 1 and 9 for each multiple purpose project including power to
the e-mail address provided in the General Information section of the instructions. The report must be
submitted within 4 months following the financial reporting year. All reports for the given calendar year
must be submitted on or before 30 April.

(a). One copy of the report may be furnished to the Power Marketing Agency, as desired,
concurrently with submission of the report to the Commander, U.S. Army Corps of Engineers, ATTN:
CERM-F, Washington, DC 20314-1000 .

(b). One copy furnished to appropriate division office.
m. Project Financial Statements.

(1). For each multiple-purpose project for which a Form EIA-412 is required, each district will
prepare a Statement of Assets and Liabilities and a Statement of Revenues and Expenses for use by the
Commander, U.S. Army Corps of Engineers. These supplemental statements will be prepared in
substantially the same format used in Appendix B and in accordance with the system of accounts
prescribed by FERC. Amounts chargeable to each project purposes will be shown separately. Whenever
possible, the size of the supplemental statements will be limited to 8'45” X 11”. Amounts reported on the
Forms EIA-412 should be in agreement with selected amounts shown in the power production columns of
these statements.

(2). Financial Statements will be provided to the PMAs by 15 November of each year for the
fiscal year ending 30 September XX. Further, one copy of each financial statement will be submitted to
Commander, U.S. Army Corps of Engineers, ATTN: CERM-F, Washington, DC 20314-1000, not later
than 15 December.

14-3. Procedures. Procedures for maintaining multipurpose hydroelectric power accounting
records and producing financial statements can be found at:
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APPENDIX A

14-A-1. Authorized Purposes for Multi-purpose Hydropower Projects:

Purpose
Code Purpose

11 Power

12 TIrrigation

13 Water Supply

14 Flood Control

15 Navigation

16  Recreation

17  Fish & Wildlife

18  Water Quality

19 Roads Above Replace-In-Kind

21  Stream Flow

22 Sonic Gage

23 Power Assigned to Irrigation Pumps
24 Off Site Power for Non-Federal Projects
25  Off Site Power for Federal Projects
26  Other

27  Area Development

28  WWII Suspension

99  Joint Costs
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REVOLVING FUND ASSET ACCOUNTING
16-1. General.

a. Asset Policy and Procedures.

(1) The general policy and procedures in Chapter 15, General Asset Accounting,
apply to Revolving Fund owned property, plant, and equipment.

(2) This chapter prescribes specific additional accounting policy and procedures
for Revolving Fund owned property, plant, and equipment.

b. Plant Replacement and Improvement Program (PRIP). Policy on the Plant
Replacement and Improvement Program (PRIP) is in ER 37-1-29.

16-2. Policy.

a. Revolving Fund Owned Property, Plant. and Equipment.

(1) Revolving Fund owned property, plant, and equipment serves more than one
civil works project or appropriation and is not appropriately acquired with one
appropriation.

(2) Revolving Fund owned property, plant, and equipment must meet
capitalization criteria.

(3) The Revolving Fund finances acquisition and operation of capital assets and
distributes appropriate costs to benefiting project funds.

(4) The Revolving Fund may not acquire property, plant, and equipment solely
for the benefit of military projects. However, Revolving Fund assets acquired for civil
works functions may incidentally benefit military functions with reimbursement to the
Revolving Fund from military funds.

b. Plant Replacement and Improvement Program (PRIP). The Revolving Fund
finances PRIP authorized property, plant, and equipment items that are classified as
capital assets.

c. Revolving Fund Repayment For Assets. The Revolving Fund recoups costs
for financing property, plant, and equipment through depreciation expense and plant
increment surcharge.
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(1) Depreciation.

(a) Depreciation on Revolving Fund property, plant and equipment is the
systematic recovery of acquisition cost over the estimated number of economic useful life
years of the asset.

(b) Depreciation is charged on all Revolving Fund owned structures and
equipment except those in process of acquisition or disposal, or in mothball status.

(c) The straight-line depreciation method is used to allocate depreciation expense
to appropriate plant and equipment operating accounts.

(d) Salvage value is the amount that may be expected to be obtained from sale of
an asset at the end of its useful life. Personal property typically will not have a salvage
value, but assets such as vehicles, boats, cranes, forklifts, tractors, etc. can have a
material salvage value. If salvage value exceeds ten percent of the asset’s cost and the
activity is permitted to retain and use the salvage proceeds, salvage value may be used for
computing depreciation. Real property assets do not have salvage values for computing
depreciation.

(e) The estimated number of economic useful life years of Revolving Fund
owned assets must be properly managed to ensure appropriate depreciation charges and
must be reviewed at least every two years. Change in economic, obsolescence, or
technical factors may require estimated economic useful life years adjustment. This is
the only change authorized for estimated economic useful life years.

(f) Unrecovered depreciation remaining upon disposal of an asset is charged to
non-operating loss. HQUSACE will monitor these charges to ensure owning commands

perform the required reviews and effectively manage the useful life.

(2) Plant Increment.

(a) Plant increment is a surcharge for increased cost of replacement over the
original cost of Revolving Fund owned structures and equipment to maintain purchasing
capability.

(b) An asset authorized under the PRIP is subject to plant increment until
disposal.

(1) Exceptions to this requirement are assets in process of acquisition or disposal,
leasehold improvements, capital leases, land, and assets in mothball status.
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(2) An exception may also be authorized for a fully depreciated capital asset
when there is documented evidence that it will not be replaced under PRIP authority or a
replacement will cost less than the asset currently in use. A MSC Commander may
approve a request to discontinue plant increment on an asset with initial acquisition cost
up to $300,000 and may delegate up to half of that authority to a District Commander. A
request to discontinue plant increment for an asset with initial acquisition cost over
$300,000 must be coordinated through the MSC and submitted to the HQUSACE
Director of Resource Management (CERM-F) for approval.

(c) HQUSACE provides current increment rates each year.

d. Insurance.

(a) As a self-insured entity of the Federal Government, USACE ensures that risks
incurred by virtue of owning and operating a variety of Revolving Fund assets are

mitigated to recover losses to Revolving Fund owned assets.

(b) Insurance premiums are charged for all structures and equipment in service
and warehouse stocks with book values.

(c) Insurance premiums are not charged for land or capital leases, which are not
covered by insurance.

(d) Monthly insurance premiums for the insurance account reserve amount are
charged to plant operating accounts.

(e) A reasonable Revolving Fund amount is held in reserve to mitigate asset
losses.

(f) Charges to the insurance account must be approved by CERM-F and will be
considered for the following:

* Costs to economically repair a damaged asset.
* Remaining book value for an asset lost or damaged beyond economical repair.

* Tort claim payments up to $2,500.00 for personal injuries and property
damages caused as a result of operating Revolving Fund capitalized property.

e. Plant Operating Accounts.
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(1) A plant operating account captures costs to operate an asset or group of assets
and receives reimbursement from benefiting projects.

(2) A plant operating account use rate is established to distribute equitable
charges for units of use. Use rates are reviewed quarterly to ensure appropriate charges to
customers and maintain proper account balances.

(3) Plant operating accounts are categorized into either Group or Non-Group.

(a) A Group plant operating account is maintained for multiple plant items where
expenses are accumulated as a group and use rates are the same.

(b) A Non-Group plant operating account is maintained for each plant item not
included in group plant items. Each of the following must be accounted for as a Non-
Group item:

* Aircraft.
* Major floating or land plant item.

* Structure having estimated $200,000 or more replacement cost.
* Other plant item having estimated $300,000 or more replacement cost.

f. Loan.

(1) The use rate for plant loaned between USACE commands is charged from the
time the plant leaves the owning command until it is returned. Chargeable time for plant
borrowed by subsequent commands before it is returned is charged to each command
from the time it leaves the previous command until it departs to another command or is
returned to the previous borrowing command or the owning command.

(2) Revolving Fund owned plant is not loaned to States, their political
subdivisions, or private parties. An exception is allowed for emergency use to save life
or property where an urgent and essential need exists and all efforts to obtain such plant
from private sources have failed. The rental rate for such use is the current rate plus
a 25% surcharge to protect public interests.

g. Mothball. A mothball account is only to temporarily preserve and store
Revolving Fund plant that is no longer needed, when future need is anticipated and
disposal is not appropriate. Mothball status is not to be used to circumvent depreciation
or increment expenses. Approval of CECW-O in coordination with CERM-F is required
to place an asset in mothball status and will rarely be granted.
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(1) As soon as mothball status is anticipated, plant use rates will be adjusted to
include estimated mothball costs for remaining work.

(2) Mothball expenses to store the plant with minimal deterioration are charged
to the plant operating account.

(3) Insurance premiums continue to be charged to the plant operating account for
plant in a mothball account. In the event of accidental damage to or loss of the plant, the
insurance account pays the cost to repair the damage or the remaining book value of the
plant for total loss.

(4) The plant operating account for plant in a mothball account remains
active until final plant asset disposition.

h. Conversion or Reclassification.

(1) A plant item converted or reclassified from one type to another is processed
as a new plant item acquisition.

(2) The book value of the converted or reclassified plant, plus conversion or
reclassification cost, less credit for salvaged materials is the new book value.

(3) Current PRIP authority is required if cash outlay in FY 04 or prior is $25,000
or more or in FY 05 or later is $250,000 or more.

(4) The net remaining plant operating account balance is recouped through the
converted or reclassified item plant use rate for a non-group plant account item or the
only remaining item of a group account.

1. Transfer.

(1) Intra-Revolving Fund transfer between USACE Commands.

(a) Transfer of excess property, plant, and equipment between USACE
commands under continuing Revolving Fund ownership is accomplished at book value
without transfer of funds. A transfer in must be recorded within the same accounting

period as the transfer out.

(2) External transfer.
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(a) A fully depreciated asset with no remaining book value is transferred without
reimbursement between the Revolving Fund and another USACE civil or military
appropriation.

(b) Transfer of excess property, plant, and equipment between the Revolving
Fund and another federal agency is accomplished without reimbursement. Any

remaining book value is recognized as a loss to the Revolving Fund.

j. Sale To or From Other USACE Appropriations.

(1) Excess Revolving Fund property, plant, and equipment with remaining book
value may be sold to another USACE civil or military appropriation that has need of the
asset. The gaining appropriation must have appropriate procurement approval to
purchase the asset at book value.

(2) Excess civil or military appropriation owned property, plant, and equipment
may be sold to the Revolving Fund with proper PRIP authorization.

k. Disposal.

(1) General property, plant, and equipment will be removed from the asset
account along with associated accumulated depreciation or amortization.

(a) Removal will be in the period of disposal, retirement, or removal from
service.

(b) A difference between book value and amounts realized will be recognized as
a gain or loss in the period.

(2) General property, plant, and equipment that no longer provides service in the
operations of the entity prior to disposal, retirement or removal from service will be
removed from the general property, plant, and equipment account along with associated
accumulated depreciation.

(a) Removal could be because an asset has been damaged, becomes obsolete
before expected, or is excess.

(b) The asset will be recorded in the other general property, plant and equipment
account at its expected net realizable value (NRV).

(c) Any difference in the book value of the property, plant, and equipment and its

expected net realizable value will be recognized as a gain or loss to the Revolving Fund
in the period of adjustment.
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(d) The expected net realizable value will be adjusted at the end of each
accounting period and any further adjustments in value recognized as a gain or loss.

(e) No additional depreciation or amortization will be taken when an asset is
removed from a general property, plant, and equipment account in anticipation of
disposal, retirement, or removal from service.

(3) The difference between the current book value and the final disposition sale
price of an asset is transferred to a non-operating gain or loss account.

(4) The plant operating account balance is transferred to non-operating gain or
loss on final disposition of a non-group plant account or all items in a group plant
account.

16-3. Procedures.
a. Revolving Fund asset accounting procedures. Property, plant, and equipment

accounting procedures are found at:
http://www.usace.army.mil/inet/functions/rm/finance/finance.htm.

b. Financial Management System. The Corps of Engineers Financial
Management System (CEFMS) user manual at http://rmf31.usace.army.mil/cefmsdoc
provides detailed financial system procedures for asset management.
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CHAPTER 20

REVOLVING FUND ACCOUNTING
FOR
DEPARTMENTAL OVERHEAD

20-1. General. Departmental overhead (also known as technical
overhead) accounts are used to record and distribute costs
incurred in the day-to-day operation of departmental
organizations which either cannot be directly i1dentified to or
are not readily chargeable to a specific program, project, or
reimbursable order. Departmental overhead costs are only
distributed to work in which the departmental organization is
actively involved, based upon direct labor charges to programs,
projects, or reimbursable orders.

20-2. Policy for Departmental Overhead. Indirect costs of
departmental organizations will be charged to the departmental
overhead work item and will not be charged directly to programs,
projects, or reimbursable work items. Indirect costs are
organizational, administrative, or supportive In nature.
Indirect costs are incurred because of organizational needs or
decisions and benefit programs, projects, and reimbursable work
indirectly.

a. Labor Costs.

(1) Labor hours of employees assigned to departmental
organizations, including supervisors, clerical, and
administrative staff, which are actually worked on a specific
program, project, or reimbursable order shall be charged as
direct labor to those accounts.

(2) Labor hours of a general nature which cannot be
identified to, or are not readily chargeable to a specific
program, project, or reimbursable order will be charged to
departmental overhead accounts as indirect labor. Labor related
to the following activities must always be charged to the
departmental overhead work item:

(a) Training, including full time attendance at colleges or
universities;

(b) Professional seminars or conferences;
(c) General administration, staff meetings, personnel

20-1



ER 37-1-30
Change 4
28 Feb 07

management activities (including general supervision, performance
appraisals, counseling, recruiting, etc.);

(d) Committee meetings;
(e) Management and manpower surveys;
(f) Preparation, review, and analysis of operating budgets;

(g) Review and evaluation of management issues or
initiatives;

(h) Responses to other than Congressional inquiries
regarding probable development of a project or study when not
covered by appropriated funds;

(i) Preparation of annual reports;
(J) Quarterly review and analysis;

(k) Preparation of charts and exhibits for meetings or staff
visits;

(1) Services to executive, advisory and administrative
elements, with exception of contracting or purchasing services on
non-CDO activities;

(m) Service to other agencies and local interests when not
covered by appropriated funds and/or memorandum of understanding
and support agreements;

(n) Preparation or delivery of speeches or presentations of
a general nature.

(3) Labor of departmental overhead employees providing
supervision, technical support, or administrative support to a
USACE Revolving Fund shop or facility will be charged to the shop
or facility account. Departmental overhead will be distributed
on labor of employees assigned to an organization coded “D”
(departmental) when those employees charge labor directly to a
shop or facility account.

(4) Under no circumstances will labor hours actually worked
on a specific program, project, or reimbursable order be charged
or transferred to another program, project, or reimbursable order
or the departmental overhead work item in order to mask cost
overruns, compensate for funding shortfalls, avoid reprogramming



ER 37-1-30
Change 4
28 Feb 07

actions, or mask potential Antideficiency Act violations.
Managers of all departmental organizations must establish and
maintain appropriate procedures and internal controls to ensure
that labor hours are charged correctly. In addition, Resource
Managers and their staffs must ensure that documented and/or
suspected erroneous labor charges are reported to the local
Commander for investigation, appropriate corrective action,
and/or disciplinary action.

b. Non-labor costs.

(1) The following costs are iIncurred because of
organizational needs and decisions and shall not be charged
directly to programs, projects, or reimbursable orders. These
costs are also known as standard indirect costs.

(a) Suggestions and incentive awards;

(b) Voluntary separation or early retirement incentives;

(c) Permanent change of station travel or benefits;

(d) Tuition for government or non-government training;

(e) Conference or registration fees;

() Office supplies, excluding those drawn from a central or
“free i1ssue” stockroom;

(g9) Information Technology equipment or software (below the
capital threshold) and maintenance of those i1tems;

(h) Office furniture or equipment, below PRIP threshold;

(1) Equipment ownership costs for assets (including
depreciation, insurance, and increment of PRIP assets);

() Information technology (IT) supplies;

(k) Communication costs;

(1) Telecommunications hardware or software leases;
(m) Library facility charges;

(n) Support contracts;

(o) GSA space costs;
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(p) Postage, contractual mail or messenger services;

(g) Revolving Fund facility charges that benefit a single
organizational element.

(2) The following costs are also classified as standard
indirect (overhead) costs but may be charged to a project or
reimbursable order if the costs contribute exclusively to the
accomplishment of a single project or reimbursable order.

(a) Temporary duty travel;

(b) Supplies and materials, excluding office supplies;

(c) Printing charges;

(d) Computer usage charges;

(e) Visual information charges;

() Vehicle charges;

(g9) Rent, excluding office space for Corps employees;

(h) Utilities.

c. Prohibited Departmental Overhead Costs. The following
costs shall not be charged to departmental overhead accounts:

(1) Costs that solely benefit a single project or
reimbursable order;

(2) Project specific labor or other costs for which project
funds are not available;

(3) Costs that should be charged to General and
Administrative (G&A) overhead;

(4) Centralized payroll, finance and accounting, and human
resources costs;

(5) Central (free issue) supply room charges.
d. Exemptions. Due to unique accounting requirements, costs

charged to the following appropriations are exempt from the
standard indirect costing policy:
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(1) 97-11X8242, Foreign Military Sales;
(2) 98-89X4045, Bonneville Power Administration;
(3) 99X9829, Operating Expense, District of Columbia.

20-3. Consolidated Departmental Overhead (CDO). All USACE
districts must use the standard CDO account structure to capture
the indirect costs of Planning, Engineering, Construction,
Contracting, Real Estate, and Programs and Project Management
(PPM). Child work i1tems are established to track the indirect
costs of each organization. Functional Chiefs are responsible
for direct and indirect operating budget formulation and
execution. A single CDO manager is designated at each district
for coordination purposes; however, a corporate approach to the
CDO account’s budgetary formulation, execution, and analysis is
essential. The CDO manager must attest to the propriety of
financial controls and the requirements defined In the Army
Management Control Plan and the USACE Annual Assurance Statement.

20-4. Departmental Overhead Distributions (Income).

a. General. Departmental overhead will be applied to labor
of departmental employees direct-charged to programs, projects,
reimbursable orders, and Revolving Fund shop or facility
accounts. Departmental overhead will be charged on labor loaned
within a USACE entity (from one organization to another). In
order to ensure that overhead i1s applied to all customers in a
consistent manner, departmental overhead may only be waived iIn
accordance with the exceptions below. Requests for exception
will be forwarded to CERM-F for approval.

b. Exceptions. Departmental overhead will not be applied to
the following:

(1) Direct labor costs of departmental employees on a formal
SF 50 (Notification of Personnel Action) or executive development
assignment to another organization within the same USACE
subordinate command or to another government agency.

(2) Labor of engineers and/or inspectors informally detailed
(no SF 50 action) to work on disaster assistance activities under
the direct supervision of the Federal Emergency Management Agency
(FEMA) on Project Work Sheets, damage assessments, damage survey
reports, or final iInspection reports, as those activities do not
involve direct district office supervision (see ER 11-1-320).
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(3) Labor of employees on Permanent Change of Station (PCS)
house hunting trips.

(4) Labor of Department of Army (DA) interns.

(5) Labor of departmental personnel charged to general and
administrative (G&A) overhead work items.

(6) Labor charges of employees organizationally assigned to
a Revolving Fund shop or facility account.

20-5. Regional Departmental Overhead Rates.

a. Regional Business Centers (RBC) utilize a regional cost
pool for development of regional overhead rates. Regional rates
will be established for Operations Division, Emergency
Management, Regulatory, and the Consolidated Departmental
Overhead account (Planning, Engineering, Construction,
Contracting, Real Estate, Programs and Project Management (PPM)
Divisions). A single rate will be established for each of the
four rate groups. Overhead is distributed internal to the RBC
(the business unit) iIn the same manner as overhead is distributed
in a stand-alone (non-regional) environment.

b. Regional rates do not apply to the Pacific Ocean
Division, districts outside the continental United States
(OCONUS), centers, and laboratories; however, the standard CDO
account structure will be utilized, excluding activities
authorized to operate unique DOH accounts.

c. Each district will formulate the initial budget
requirements for direct and indirect costs. District budgets are
consolidated at the RBC level in order to develop the regional
operating budget and subsequently determine the regional overhead
rates.

d. The Regional Program Budget Advisory Committee (RPBAC),
or like board, will review budgeted and actual costs and income
on no less than a quarterly basis. District performance in a
regional rates environment is measured by comparing actual costs
with the approved operating budget. Regional performance is
measured by comparing total cost for each overhead pool with
total income. Nominal balance requirements for regional accounts
apply at the regional level. The Division Commander is
responsible for ensuring that the RBC takes appropriate
management action to meet the nominal balance requirement by the
end of the fiscal year (constrain spending, increase or decrease
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rates, rebate, etc.).

20-6. Management and Analysis of Departmental Overhead Accounts.

a. Operating Budgets are prepared for all DOH accounts in
accordance with ER 37-1-24, Financial Administration, Operating
Budgets. Overhead rates are established based on expense and
income projections for each overhead pool In accordance with the
approved operating budget. 1In order to ensure that all
applicable statutory requirements are met, operating budgets are
constructed to achieve a fiscal year end balance of zero for each
departmental overhead pool. An end-of-fiscal-year balance
falling within a range of plus or minus one per cent (1%) of
current year expenditures, exclusive of joint cost credits, is
considered to be within the “nominal balance” range. Quarterly
nominal balance targets are established to facilitate
accomplishment of the fiscal year-end goal.

b. Expense/income reviews will be conducted no less than
quarterly to determine whether budget projections are on track
and the existing rates are properly set. Reviews will also be
conducted when i1t becomes known that: (1) a major expenditure,
such as a move to a new building or leased space, will be delayed
until the next fiscal year; (2) that 1t will be necessary to make
a major unplanned expenditure, such as Voluntary Early Retirement
Authority or Voluntary Separation Incentive Program (VSIP/VERA)
payments, during the current fiscal year; and/or (3) the
projected income included in the operating budget and rate
computations will either not materialize or significantly exceed
the anticipated amount. Commanders must ensure that work item
managers (or the managing regional board) take appropriate
corrective action (reduce spending, surcharge, rebate,
increase/decrease rates, etc.) based on the results of these
reviews, In order to meet the nominal balance requirement.

c. In rare and unusual circumstances, HQUSACE may authorize
construction of an operating budget aimed at achieving a fiscal
year-end balance other than zero for a specific cost pool.
Requests for authority should be forwarded to CERM-F for
approval. Approvals remain in effect until withdrawn by HQUSACE.
A Tile of HQUSACE approvals must be maintained by the local
Resource Management Office.

d. At the end of each fiscal year, departmental overhead
accounts will be analyzed to determine the degree of
effectiveness with which they are managed and to ensure that all
statutory requirements are met. Any balance which falls outside
the nominal balance range, or exceeds a special year-end balance
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approved by HQUSACE, represents a possible statutory violation
and, as a minimum, will be subject to censure by the Commander.
Amounts which fall outside the nominal balance range at the
regional level, as a minimum, will be subject to censure by the
Chief of Engineers.

20-7. Departmental Overhead Procedures. Proper procedures for
departmental overhead accounts are available at
http://www.usace.army.mil/inet/functions/rm/finance/finance.htm.
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